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There is a model designed for each and 
every application in the 24-54 mc., 144- 
174 me., and 450-470 me. frequency 
ranges, with a wide selection of transmitter 
Dower output ratings to serve your varied 
communications requirements. Take your 
choice of compact, economical, vibrator 
powered models or rugged, long life, 
dynamotor powered units to serve your 
specific operational needs. 














..- with quality and value above all. 


The new look—the new sound—now available in the 
most complete line of precision built, two-way radio 
models, vibrator or dynamotor powered . . . featuring 
foolproof 6/12 volt interchangeability, the solution to today’s 
installation problems in mixed fleets of 6 and 12 volt vehicles. 


These new Twin-V models give you improved communica- 
tions range, maximum intelligibility through better receiver 
sensitivity — better circuitry for control of ignition noise, “hash” 
and other interference better audio response for clearer, 
crisper voice messages that get through even under the worst 
conditions. The new acoustically matched Twin-V radiophone 
speaker and speaker enclosure assure unexcelled voice repro- 
duction. Instantaneous squelch operation reliably blocks out 
nuisance noise while maintaining maximum sensitivity to 
consistently receive the weakest usable signals. 


Here is equipment designed to new higher performance 
standards—built to last . . . built to accommodate changing 
operating conditions, economically and functionally . . . built 
to more readily accommodate conversion to split-channel con- 
ditions. All Motorola units are fully field tested, proved in use, 
proved for sustained peak performance, proved for minimum 
maintenance. 


Get the complete details. Write, phone or wire: 


MOTOROLA 


2-WAY RADIO 


MOTOROLA COMMUNICATIONS & ELECTRONICS, INC. 
A SUBSIDIARY OF MOTOROLA, INC 


1 AUGUSTA BOULEVARD e CHICAGO 51. ILLINOIS 
21ERS MAJESTIC ELECTRONICS LTD, TORONTO, CANADA 
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Motorola consistently supplies more mobile and portable 
radio than all others combined. 

Proof of acceptance, experience and quality. 

The only COMPLETE radio communications service— 
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° 
specialized engineering... product... customer " 
service... parts... installation... 

maintenance... finance... lease. 


“The best costs you less—specify Motorola.”’ 
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The pictures below show significant steps in the 
shop fabrication and assembly of B&W’s Uni- 
versal Pressure Steam Generator for Philo Plant. 





hassel, dain si ready for shipment, of 
the second pass side wall is about 55 feet long, 
5 feet, 6 inches wide. Alloy tubes are strength 
welded into the headers. 
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erection begins at Philo Plan 


Final field erection has started on the world’s first 
commercial supercritical pressure steam generator. 
At the Philo Plant of the Ohio Power Company, on 
the American Gas and Electric System, sho p-assembled 
components of B&W’s Universal Pressure Steam Gen- 
erator are now being erected. It will supply steam at 
4500 psi, 1150 F to a 125,000-kw turbine, and there 
will be two stages of reheat. Expected net heat rate is 
8500 Btu per kilowatt hour. 

The complete installation at Philo Plant represents a 
new break-through in steam electric generating effici- 
ency. In the words of Phillip Sporn, President of 
American Gas and Electric Service Corp.: 

“The Philo project reflects the outstandingly dynamic 
character of the electric power industry. Here, in the very 
important field of energy generation, new frontiers are 
being pushed forward. Here, new avenues of approach 
to improvement in capital costs, in efficiency and in 
operating costs, are being opened. And, in keeping with 
the tradition that has characterized the growth and de- 
velopment of the industry, the results of this pioneering 
achievement will be made available to the rest of the 
industry. 

“The electric power industry, far from challenging any 
particular method of generating energy, demonstrates 
by this Philo project its readiness to adopt and bring 
forward every new development that can advance its 
technical and economic well being.” 








~ G-730 
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wth the Codetrrs 


_ June the Hoover Commission made 
public a voluminous report of its 
Task Force on Water Resources and 
Power. Because of its comprehensive and 
thorough treatment and analysis of federal 
water-power policies, as they have devel- 
oped in recent vears, the Task Force re- 
port in its full text is not likely to reach 
a very wide audience. Yet it is a most 
important document and its conclusions 
and recommendations are likely to be very 
influential on the future direction of fed- 
eral policy in this increasingly vital field. 


For that reason the leading article in 
this issue, containing as it does a clear and 
simple analysis of the high lights of the 
Task Force report, together with some 
trenchant personal observations by the 
chairman of that Task Force, should pro- 
vide a valuable contribution to a broader 
and better understanding of the stakes in- 
volved, as well as the problems ahead. 


THE author of this leading article is a 
well-known public figure in both govern- 
ment and industry. He is BEN MOorREELL, 
famed commander of the Navy SeaBees. 
3orn in Salt Lake City in 1892, he was 
educated in St. Louis, Washington Uni- 
versity (BS, ’13), and started his profes- 
sional activity as a designing engineer for 
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BEN MOREELL 
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DAVID K. KADANE 


the city of St. Louis. He embarked on his 
naval career during World War I, when 
he was given a commission in the regular 
Navy in June, 1917. He rose to be Chief 
of the Bureau of Yards and Docks, New 
York Navy Yard, in 1937 and held that 
post throughout World War II until 1945 
when he was appointed chief of the ma- 
terial division of the office of the Assistant 
Secretary of the Navy. 


. he ADMIRAL MOREELL’s first ac- 
complishments as Chief of the Bu- 
reau of Yards and Docks were the con- 
struction of two giant graving docks at 
Pearl Harbor and the transfer of a float- 
ing dry dock from New Orleans to Pearl 
Harbor. He organized the Navv SeaBees, 
whose name is derived from the initials 
“CB,” meaning Construction Battalion. 


[FOLLOWING many coveted honors from 
his own as well as foreign governments, 
including the Distinguished Service Medal 
‘with Gold Star, ApMrRAL MOoREELL re- 
turned to private life as chairman of the 
board and president of the Jones & Laugh- 
lin Steel Corporation in 1947, He again 
responded to the call of public service when 
he accepted the invitation of former Pres- 
ident Herbert Hoover to become chair- 
man of the Task Force on Water 
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Our new five-day 


| financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York's 
financial community. 

These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 

In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
WiuraM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER PEDERAL DEPOSIT INSURANCE CORPORATION 
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PAGES WITH THE EDITORS (Continued) 





K. P. APPLEGATE 


Resources and Power of the Hoover 
(ommission, ADMIRAL MOREELL’S career 
has always been marked by a deep devo- 
tion to social! and religious development 
(he is a vestryman of the Calvary Epis- 
copal Church of Pittsburgh, Pennsyl- 
vania), as well as professional and _sci- 
entific activities supplementing his dis- 
tinguished career in the service of his 
counLTY. 


oo American industry support col- 
leges and universities? The magazine 
Will ¢ Factory recently asked this ques- 
tion of a large group of industrial firms 
of all types and sizes. Replies came from 
202 companies. As published in a recent 
issue Of that magazine, 91 per cent sav 
that industry should furnish financial sup- 
port to educational institutions. The sec- 
ond question in the survey was: “Does 
your company do so?” Sixty-five per cent 
replied that they do; 35 per cent said that 
they do not. 


Mitt & Facrory asked those who 
answered ves to this question which form 
of education the companies assist. Thirty- 
five per cent said they help science and 
engineering, only 4+ per cent liberal arts, 
but 61 per cent both. 


THERE would seem, therefore, to be a 
new trend in American philanthropy. 
More and more, large corporations are 
establishing new funds to help colleges 
and universities. Public utilities as well as 


nonutility industries naturally have an in- 
terest in this movement for supporting 
our institutions of higher learning. K. P. 
APPLEGATE, president, Hartford Electric 
Light Company, has written an account 
(beginning on page 789) of the reasons 
why his company’s board of directors 
unanimously voted to make a gift of stock 
to the Rensselaer Polytechnic Institute. 
Mr. ApPLeGATE, born in Englishtown, 
New Jersey, is himself a graduate elec- 
trical engineer of Rensselaer (12), as well 
as from Troy Academy (’08). He has 
made his career with The Hartford Elec- 
tric Light Company, starting as a drafts- 
man and rising through successive promo- 
tions to the presidency in 1951, with an 
interim of Navy service (lieutenant 


(jg)) during World War I. 


* 


a K. KADANE, Whose article en- 
titled “Zoning, Utilities, and Sweet 
Reason” begins on page 792, is general 
counsel for the Long Island Lighting 
Company. He is a graduate of the Col- 
lege of the City of New York (BS, °33) 
and Harvard Law School (’36). Mr. 
IK. ADANE has served with the Senate Inter- 
state Commerce Committee (1936-38), 
the Securities and Exchange Commission, 
public utilities division (1938-46), and the 
National Housing Administration. 


it - attention has been called to a tvpo- 
graphical slip in these pages in our 
September 29th issue, giving the bio- 
graphical background of CHARLES W. 
Knapp, the Hartford public utility con- 
sultant. We inadvertently indicated that 
Mr. Knapp was still on the staff of the 
PC. Actually, Mr. Knapp has not been 
associated with the FPC since 1941. More 
recently he had been a partner for several 
vears in the accounting firm of Frazer and 
Torbet. He is now practicing as a con- 
sultant in public utility matters. 


THE next number of this magazine will 
be out November 24th. 


A. Ccliln 
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You can count on Remington Rand to recommend just the right typewriter 


for your business needs...only we make all three... from the exquisiie- 


letter producing Remington Electric through the: unbelievably easy- 
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e 
Hemington. Fland DIVISION OF SPERRY RAND CORPORATION 


handling Remington Standard to the amazingly quiet exclusive Noiseless! 
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Coming IN THE NEXT ISSUE 


* 


THE ELECTRIC UTILITY IN AN EXPANDING ECONOMY 


Contrary to much popular opinion, the utility business is not competition free. Despite 
government regulation, there is real competition in every phase of the business for the 
customer's dollar. Edwin Vennard, president of the Middle West Service Company, 
has given us a thoughtful analysis of the future position of the electric utility business 
as an expanding business, in a dynamic national economy. He outlines reasons why 
the electric utilities must seek equitable rate adjustments to maintain proper growth 
and put more emphasis on sales promotion and operating efficiency, if the industry is 


to fulfill its public service obligations. 


THE NORTHWEST POWER POOL 


The Northwest Power Pool is basically a conservation organization. Its purpose is to 
conserve water power that would otherwise be wasted at points where generation 
exceeds the load requirements of local utility needs. This is an explanation by Edward 
R. Lucas, professional writer, resident in the state of Washington, of why the pool was 
formed and what it is seeking to accomplish. It outlines the program in nontechnical 
language and should give the readers a better understanding of the desire on the part 


of many for more co-operation on power supply matters in the Pacific Northwest. 


NEW CENSORSHIPS FOR THE RELATIONS MAN 


It probably has not occurred to many regulatory or utility people that an application 
for a rate increase is somewhat similar to the hired hand asking the boss for a raise. 
At least that is the interesting analogy used by James H. Collins, professional writer of 
California, in analyzing some of the present-day public relations problems of issuing 
news releases and other publicity on rate case proceedings. An increasing awareness 
of responsibility and self-discipline are seen as the emerging characteristics of the 


modern public relations practitioner in the utility field. 


* 


Al SO .... Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Recording & Statistical Corporation 


I T WAS a slow process to turn out the coarsely 
ground coffee this ancient ‘machine’ pro- 
duced, and the resulting brew was often 
highly variable in quality. 

It’s an even tougher grind to turn out ac- 
curate rate bill analyses and get them when 
needed, even when you employ skilled hands 
and modern office machines. The “One Step” 
Method of rate bill analyses has made all 


100 Sixth Avenue ° 


XUM 


other methods as obsolete as the antique pic- 
tured above. You get analyses in days in- 
stead of weeks, absolute accuracy can be 
guaranteed, the cost is 50% less and all the 
work is done in our office. 

Investigate the “One Step” Method today 
by asking for Booklet “FBA”. It’s free and 
there is no obligation, of course. 


c= 


‘Your key 


New York 13, N. Y. to better figures”’ 








Cable CCerke 


“There never was in the world two opinions alike.” 


DMUND Burk} 
British statesman 
(1729-97 ) 


RAYMOND MOLEY 
Coluniiist 


GEORGE S. BENSON 
President, Harding Colleg 


CLARENCE 13. RANDALI 
Chairman of the board, 
Inland Steel Company 


ISDITORIAL STATEMENT 
The Wali Street Journal 


Kereiru FuNSToN 
President, New York Stock 
Exchange. 


Haro_D BRAYMAN 
Director, public relations 
department, E. I. du Pont 
de Nemours & Company, 

Tne. 


—_ 
to 
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“Taxing is an easy business. Any projector can con 
trive new impositions ; any bungler can add to the old.’ 


¥ 


“There is a great difference between a man with real 
brains and a person who likes to call himself an 
‘intellectual.’ ” 

- 

“The promise of something for nothing is a danger 
ous illusion. When the resources of a nation are taken 
from the productive hands, and put into inexperience: 
and nonproductive hands, the results can be disastrous.” 

* 

“T’ve seen bureaucrats in Washington at their desks 
at 6 P.M. on Saturday, the time when many business 
men are playing the nineteenth hole on the local golf 
course. They (government workers ) are not all geniuses. 
but at least they are busy and | will take the bureaucrats 
on that basis.” 

* 

“Put $4 billion in the hands of bureaucrats for any 
purpose and be thankful if only some of it is wasted. 
The same sad connection obtains between the chaos and 
the scope of these federal medical programs. let bureau 
crats try to look after the health of 30,000,000 people 
and be grateful they get cared for as well as they do.” 


a 


“Year by vear industry shall be rewriting the record 
book [and wider investment in industry] will provide 
companies with the markets they have needed for se- 
curities . . . will develop new stockholders who are good 
prospects for the products and services these companies 
will be producing . . . and can provide millions of finan- 
cially able Americans with a chance to stake a direct 
claim in our nation’s future growth.” 


¥ 


“Impressive as our material gains have been, they have 
been matched by our social progress. If we excel in steel 
tonnage, electric appliances, and food calories, we lead 
the world*also in libraries, art museums, hospital beds, 
parks and playgrounds, and Red Cross and Community 
Chest contributions. Despite the distractions of modern 
living, we see our church membership increasing faster 
than the population, with freedom to worship giving us a 
choice of more than 250 denominations. . . . This is not 
mere coincidence. The material welfare provided by 
industrial expansion has given us the means, as well as 
the leisure, to indulge in cultural pursuits. It has given 
us the means, and the leisure, to do more for our fellow 
men. 
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He’s coming to help you 


He is a Bell System communications engineer. 
His purpose is to help you speed your operations. cut 


your costs and improve your service—by making sure 


and shippers. 


between you and your suppliers, customers, distributors 
your communications meet your exact requirements. 


The Bell System offers a wide variety of private line 
services, including telephone, teletypewriter and mobile 
radio systems. And the Bell System tailors these facili- 


ties to meet specific individual needs, so that you 
maintain high-speed contact between your various de- 


Why not let a Bell System communications engi- 
partments, branches, factories, warehouses, as well as 


neer make a study of your communications requirements 
and recommend the kind of service, or a combination of 


services, which will best meet your specific needs? 
e * e 
His survey is free and his recommendations are 
yours without obligation. You can reach him by 
TELEPHONE 


calling your nearest Bell Telephone business office. 
TELETY PEWRITER 


MOBILE RADIO 
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TELEMETERING AND REMOTE CONTROL CHANNELS 
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BELL TELEPHONE SYSTEM 
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This Fact Makes It 


doubly 


Power for 
Auxiliaries 


J pied lineups of Allis-Chalmers station auxiliary 
switchgear are used in this plant. Engineered by 
Stone and Webster, it is one of the largest steam plants 
in the United States. Since much of the process steam 
is supplied to refineries, the load factor is high and the 
need for continuity of service of the station auxiliaries 
is especially critical. Gas is used as the principal fuel. 

There are 12 turbine-generators in the plant. This 
division of the load is, of course, an important factor in 
continuity of electrical service. In addition, the elec- 
trical schemes used assure an uninterrupted power 
source for auxiliaries. 

There are 13 units in one of the lineups of Allis- 
Chalmers switchgear and 28 units in the other. A brief 
description of the new 28-unit lineup in the new plant 
extension will illustrate the planning employed. 

The 28 switchgear units are made up into three-bus 
sections, with each section controlling auxiliaries for a 
separate boiler. 

Under normal operating conditions each bus section 
is energized by its respective transformer. Tie breakers 
between the sections are open. 

But in the event of trouble any two of the three 
transformers can feed all three bus sections. 

On each bus section there are: one boiler feed pump, 
two forced draft fans, and two induced draft fans. In 
addition, there is a fourth boiler feed pump on one bus 
section which can take the place of any of the other 
three boiler feed pumps. In the event of failure of 
either one of the two forced draft or induced draft fans, 





ingot 


That Switchgear 
Provide Uninterrupted 


Louisiana Station 
of Gulf States Utilities 


Co. Provides Electric Power 
ro) (Ur uec ol elomeololom| om -y-1. 


hour of Process Steam 


for Industry 


the remaining fans would enable the boiler to 
carry half its normal load. 

Overcurrent relays on all feeders and bus tie 
breakers will trip and lock out associated circuit 
breakers and close an annunciator contact for 
alarm. Long time overcurrent relays are used on 
motor feeders. 

Interlocking in switchgear assures proper se- 
quence of operation of auxiliaries. 


¥ ¥ * 


Allis-Chalmers engineers worked in close coop- 


eration with both Stone and Webster and Gulf 


States Utilities Company engineers. This is one of 
many auxiliary lineups built by Allis-Chalmers. 
For information about Allis-Chalmers switchgear, 
call your nearby A-C office, or write Allis-Chalmers, 
Power Equipment Division, Milwaukee 1, Wis. 


A-4796 
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is the key to adequate earnings 





A SOUND RATE STRUCTURE 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 
Write for our booklet describing our services. 


Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 
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300 Park Avenue, New York 22, N.Y. 


© £— Jackson, Michigan Washington, D. C. 











16 








PUBLIC UTILITIES FORTNIGHTLY—NOVEMBER 10, 1955 MOVEMBI 


Here’s Proof of Performance... 






Rochester Gas & Electric Co. reports: 


“Since 1930, no pole replacements 
(ue to preservative failure” 


Any interruption in power service is a 
serious occurrence for a utility company. 
That’s another major reason why so many 
utilities guard against one cause of failure 
by using long-lasting, maintenance-free, 
pressure-creosoted utility poles. 


One such company, Rochester Gas & 
Electric Company, Rochester, N. Y., tells 
of its experiences with creosoted poles. 
Mr. E. B. Robinson, Purchasing Agent, 
says, “We started using pressure-creo- 
soted pine poles around 1930,and today we 
have about 150,000 poles in all, and as far 
as I know, they are doing fine. We specify 
8-pound empty cell treatment.” 


Another Rochester official, Mr. W. B. 
Kenyon, Electrical Distribution Engineer, 
also speaks highly of pressure-creosoted 
poles. “Yes, we started using pressure- 
creosoted poles back around 1930, and they 
have served us well. As for replacements 
due to the failure of the preservative, we 
have none to report.” 

For more information on the advantages 
of pressure-creosoted poles and on the 
quality preservative, USS CREOSOTE, get 
in touch with the nearest Coal Chemical 
sales office or write directly to United 
States Steel Corporation, 525 William 
Penn Place, Pittsburgh 30, Pennsylvania. 


q Mr. W. B. Kenyon with one of the 150,000 pres- 
sure-creosoted utility poles. 





You can. obtain clean pressure-creosoted poles upon specification without sacrificing pole service life. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 
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The vears biggest ttuck news 


pt Ray 
UTILITIES 


en Working 
ONE LANE 


AllTruck Built to save you the BIG money ! 


It’s here! A great new line of light, medium and heavy-duty 
INTERNATIONALS from 4,200 to 33,000 lbs. GVW. They’re all truck, 
with no passenger car components asked to do a truck job... 

with more features than ever for BIG money savings, in 

operating and maintenance costs. 


These new INTERNATIONALS are powered by a range of 10 gasoline 
and LPG engines designed specifically for trucks. They give 

you high power and torque in the normal driving range where you 
can use it —in traffic, heavy going, up hills. And they give you 
this top performance at wear-reducing, money-saving rpm. 


They have smart, functional styling for easy, economical 
maintenance, even on the roughest truck jobs. They have driver- 
saving cabs that let drivers work longer without fatigue. : 
First chance you get, see these good-looking, easy- 

working, BIG money-saving INTERNATIONAL Trucks. a 





INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


INTERNATIONAL 
TRUCKS 








Drive in real comfort! Comfort-angled steering. Hood 
is low for closeup view ahead. There’s ‘““Quiet-ride”’ acoustic 
roof lining, draft-free door seals in both standard and op- 
tional deluxe cabs, plus a wide choice of solid and two-tone 
exterior colors. New deluxe cab has additional color-keyed 
interior, deluxe steering wheel, foam rubber seat, fiber 
glass insulation, deluxe chrome trim. 





Motor Trucks * Crawler Tractors * Industrial Power 
McCormick® Farm Equipment and Farmall” Tractors 


Observe SAFE DRIVING DAY, Thursday, December 1. . . Drive Carefully Always 
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How will your 


distribution 
system Loads? 


| 
serve tomorrow's... -»+++/ Customers? 


Needs? 





Will it be based on sound planning, ready 

to meet ever increasing demands? Will it be 
pleasing in appearence? Or will it reflect 
Topsy-like growth and soon become obsolete? 





Efficient distribution systems are achieved by 
long range planning and design .. . considering 
all factors affecting load growth, service 
requirements, and construction and mainte- 
nance practices. 





In helping you modernize your distribution 
system for future demands (whether it’s urban, 
suburban or rural), Ebasco draws upon 50 years 
of experience throughout the United States 

and abroad. Let this experience—and the 
objective viewpoint behind it—combine to assure 
you of low investment and operating costs. 








1905 ,Alieth 1955 














MWNWERS WY 

NEW YORK - CHICAGO “The Inside Story of Out- Dude Sry 
DALLAS - PORTLAND, ORE. - WASHINGTON, D. C. side Help —— Ebasco | ‘gi mp 
Appraisal * Consulting Engineering * Design & Construction sep pace es rong seg es : 
Financial & Business Studies * Industrial Relations * Insurance, pe he eas Si Ol COG : 
Pensions & Safety * Purchasing, Inspection & Expediting * Rates & write Ebasco Services In- 
Pricing * Research ¢ Sales & Public Relations « Space Planning « corporated, Dept. W, Two 
Systems, Methods & Budgets * Tax e Washington Office Rector St., New York 6. se 

NOVEMBER 10, 1955—PUBLIC UTILITIES FORTNIGHTLY 19 








FOR CLEANER 











COCKING 
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Columbia Gas System 
delivers a modern miracle - a) 
| 24 Hours-A-Day! iP 
\ FOR CHEAPER 7 | Jackso 
DRYING Salem, 
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| HOT WATER b 
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© The Columbia Gas System - 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 

pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 

COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 

Cc y, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- Dp < 
i 





P 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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James E. Tucker (at right) of Charlotte, N. C., representing 
the Great Southern Trucking Company, also piloted a 
Dodge to take second place honors in the straight truck event. 


WINNER in the tractor tandem-axle trailer event, James S. 
’ | Jackson (left) of Pilot Freight Carriers, Inc., Winston- 


j 


Salem, N. C., drove a Dodge 314-ton V-8 tractor. Driver 


AGAIN—NATIONAL ROADEO CHAMPIONS 
WIN WITH DODGE TRUCKS! 


Washington, D. C., Oct. 16, 1955—In the 1955 
ATA National Truck Roadeo, 55 state cham- 
pions competed for the title of the nation’s 
best driver in straight truck, tractor single-axle 
trailer and tractor tandem-axle trailer events. 
Each contestant was required to put his truck 
through a series of the most grueling tests of 
driving skill ever devised. These included the 
Offset Alley Test, as well as Serpentine, Alley 
Dock, Straight Line and Stop Line Tests. And 
every contestant was free to drive any make of 
truck he desired. 

The prize-winning achievements of Mr. Jack- 


son and Mr. Tucker speak for themselves. 
These national champions chose Dodge for its 
unexcelled maneuverability and performance. 
It paid off well for them. It can pay off for you, 
too—through savings in time, effort and dollars 
on your hauling job! Why not look into it with 
your Dodge truck dealer soon? 


Check these “‘championship”’ features! 


@ Most powerful standard V-8’s of any popu- 
lartruck! @ Biggest wrap-around windshield! 
@ Sharpest turning of all conventional trucks! 
@ Roomiest cabs on the road today! e Priced 
below most other popular makes! 


DODGE -rate TRUCKS With THE rorwarp a _- 
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Taking the bends out of 





4 tL -DEFLECTION 
$4 | FIRST TEST 


SHAFT DEFLECTION (INCHES) 
TEMPERATURE OF SHAFT SURFACE (DEG. F) 


FURNACE WALLS ARE LOWERED around generator rotor for heat 
stability test. Chart shows shaft deflection before and after stabilizing 
treatment. 
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Turbine and Generator Rotors 


General Electric’s careful manufacturing procedures help 


assure thermal stability before units leave the factory 


Large steam turbine-generators must be prac- 
tically free of vibration in operation if long 
life and minimum maintenance are to be 
achieved. Continued smooth operation requires 
both good design and extreme care during 
manufacture and assembly of rotor components. 
An essential requirement in manufacturing is 
to obtain maximum thermal stability of the 
rotors. A thermally unstable rotor will bend 
slightly when the turbine-generator is at oper- 
ating temperature, introducing mechanical un- 
balance which may cause the unit to vibrate 
objectionably at running speed. 

This type of instability may be caused by 
several factors. These include nonhomogeneity 
of the forging material and machining strains 
or distortion of the surface crystals during 
machining operations. Generator rotors may 
have slight variations in dimensions of slots 
and windings or dissymmetries in the ventila- 
tion circuit. 


General Electric has developed standard manu- 
facturing procedures to help make sure that 
rotors are thermally stable before leaving the 
factory. 
Early in the manufacturing cycle turbine rotors 
which will be subjected to high operating 
temperatures, and large high-speed generator 
rotors are tested for thermal stability. If neces- 
sary, they are either ‘‘cured”’ in a heat lathe 
or rejected. In addition, careful manufacture, 
close inspections during various stages of rotor 
assembly, and factory tests at operating speed 
give assurance of maximum thermal stability 
a feature you can depend on with General 
Electric turbine-generators. If you would like 
more information on this subject, contact your 
nearest G-E Apparatus Sales Office or write 
for bulletin GER-767, “Balancing Turbine- 
Generator Rotors.’’ General Electric Company, 
Schenectady 5, New York. 254-30A 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





tie om, « ee ey i ae oe 2 cS aoe ee 
ALTERNATE SLOT MILLING of generator CAREFUL WORKMANSHIP during manufacture and as- PRECISION BALANCE of generator 
sembly of rotor windings helps equalizeheat and tempera- rotors helps assure vibration-free 


rotor compensates for minor slot varia- 
ture distribution—contributes to thermal stability. operation. 


tions—provides symmetry. 











Once in a Blue Moon 


you'll need a 


new Power Plant 


... then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 





Our services and facilities are outlined 
in our booklet, ‘‘Pioneering New Horizons” 
yours for the asking. 


Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET e CHICAGO 4, ILLINOIS 


Consulting Engineering @ Power Plant Design 
Purchasing and Expediting e Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 

Valuation, Insurance, Rate and Business Advisory Service 
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Thursday—10 


American Institute of 


Chemical) Engineers will 
hold meeting, Detroit, Mich. 
Nov. 27-30. Advance notice. 


Friday—11 


Industrial Management So- 
ciety ends 3-day time and 
motion study and manage- 
ment clinic, Chicago, Ill. 


Saturday—12 


National Chemical Ix posi- 

tion will be held, Cleveland, 

Ohio. Nov. 27-30. Advance 
notice. 


Sunday—13 


American Society of Me 

chanical Engineers begins 

diamond jubilee meeting, 
Chicago, Il. 





Monday—14 


National Electrical Manu- 

facturers’ Association be- 

gins annual meeting, Atlan- 
tic City, N. J. 


Tuesday—15 


Alabama-Mississippi Tele- 
phone 
2-day joint 

Birmingham, Ala. 


Associations end 
convention, 


Wednesday—16 


Pacific Coast Electrical 
Association, Administrative 
begins 


Services Section, 


meeting, Fresno, Cal. 


Thursday—17 


Association of Edison Illu- 
minating Companies, Cable 
Engineering Section, begins 
meeting, Philadelphia, Pa. 





Friday—18 


Southeastern Gas Associa- 
tion ends 3-day meeting, 
Roanoke, Va. 


Saturday—19 


Inter-Industry Farm Elec- 

tric Utilization Council will 

hold annual national power 

use workshop, St. Louts, 

Mo. Nov. 28-30. Advance 
notice. 


Sunday—20 


Southern Gas Association 

will hold advisory coun- 

cil and management con- 

ference, Point Clear, Ala. 

Nov. 28-30. Advance no- 
tice. 


Monday—21 


Florida Telephone Associa- 
tion begins annual conven- 
tion, Daytona Beach, Fla. 











Tuesday—22 


Air Conditioning and Re- 
frigeration Institute will 
hold air-conditioning and 
refrigeration exposition, 
Atlantic City, N. J. Nov. 
28—Dec. 1. Advance notice. 


® 





Wednesday—23 


Electric Companies Ad- 


vertising Program will 


hold copy group meeting, 
New York, N. Y. Nov. 30. 
Advance notice. 





Thursday—24 


Natural Gasoline Associa- 
tion of America will hold 
Panhandle-Plains regional 
Amarillo, Tex. 


Advance notice. 


meeting, 
Dec. 2. 





Friday—25 


National Association of 
Cost Accountants will hold 
Francisco, 
Advance 


meeting, San 
Cal. Dée..2, 3. 
notice. 





i 
if 











Courtesy, Northwestern Bell Telephone Company 


The Earth Borer 
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Unfair Practices in the Disposal 
Of Electric Power 


Because of its comprehensive and thorough treatment and coverage 

of federal water power policies as they have developed in recent 

years, the Hoover Commission Task Force Report on Water Re- 

sources and Power in its full text is not likely to reach a very wide 

audience. Here is a clear and simple analysis of the high lights of 

the report, together with some thoughtful personal observations 
by the chairman of the Task Force. 


By ADMIRAL BEN MOREELL, USN (RET.)* 


ast June 30th, the Honorable Herbert 
Hoover sent to Congress and re- 
leased to the press and public the 
1,783-page report of his commission’s 
Task Force on Water Resources and 
Power. This report was the result of 
eighteen months of intensive work by an 
organization consisting of twenty-six Task 





*Chairman of the board, Jones & Laughlin Steel 
Corporation. For additional personal note, see 
“Pages with fhe Editors.” 
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Force members, six consultants, and an 
administrative, engineering, and research 
staff of forty. 

The second Hoover Commission, estab- 
lished by act of Congress approved July 
10, 1953, carried on its studies by means 
of thirteen Task forces and a Committee 
on Business Organization of the Depart- 
ment of Defense. 

The commission was directed to study 
and report to Congress on ways and means 
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of promoting economy, efficiency, and im- 
proved service in the transaction of the 
public business in the executive branch of 
the government. It was prohibited from 
investigating the two other co-ordinate 
branches of government, the legislature 
and the judiciary. 

The scope of the second Hoover Com- 
mission differed materially from that of 
the first, which was established in 1947. 
The latter was restricted to studies and 
recommendations with respect to existing 
functions of government. The second com- 
mission, in addition to the duties of its 
predecessor, was authorized to make 
studies involving matters of policy; that 
is, to determine not only whether an ex- 
isting function is being performed eff- 
ciently but, also, whether it should be done 
by government at all, and if so, to what 
extent and in what manner. 


I selecting members of the Task Force 

on Water Resources and Power it was 
agreed that we should have geographical 
dispersion of membership and that there 
should be no representatives of either pub- 
lic or investor-owned power or other in- 
terests. It was stipulated that all should be 
prominent members of their respective 
communities, men of unassailable in- 
tegrity, who command public respect ; and 
that they should be in the top ranks of 
their respective professions. No inquiry 
was made as to their political affiliations. 
Nor was any inquiry made as to their 
views on the controversial matters we 
were to investigate. It was assumed that 
men of this caliber would arrive at proper 
conclusions once all the facts were known. 

However, they were asked whether they 
were in sympathy with the mandate of 
the commission to recommend changes in 
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organization and methods of the govern- 
ment agencies as might be necessary to 
promote economy, efficiency, and im- 
proved service. An affirmative reply was 
required. 

The Task Force was charged with mak- 
ing studies leading to findings and recom- 
mendations which would enable the com- 
mission to carry out its mission in the field 
of water resources and power. The scope 
of the Task Force work covered four prin- 
cipal areas, as follows: 


1. Power generation and distribution, 
including atomic power. 

2. Reclamation and water supply, in- 
cluding domestic and industrial water 
supply, irrigation, water pollution abate- 
ment, recreational projects, fish and 
wild-life projects, and drainage. 

3. Flood control, including water re- 
tardation projects and upstream water- 
shed treatment. 

4. Improvements to water navigation, 
including inland water transportation 
and beach erosion. 


oon after our work began, public pow- 

er proponents complained that they 
were not “represented” on the Task Force 
and such representation was demanded 
with great vehemence. In reply, it was 
pointed out that none of the members of 
the Task Force was a representative of 
any special interest. The complainants 
were informed of the criteria used to se- 
lect Task Force members. It was then 
decided that the Task Force would hold 
public hearings at which oral and written 
statements could be presented by advo- 
cates of any policies and/or ideologies with 
respect to public and private ownership 
and operation, subsidies, taxes, jurisdic- 





XUM 


UNFAIR PRACTICES IN THE DISPOSAL OF ELECTRIC POWER 


tion, organization, or any other matters 
related to federal water and power re- 
sources development. 


HE Task Force held public hearings in 

five cities—San Francisco, Denver, 
New York, Chattanooga, and Portland, 
Oregon—at which 186 witnesses presented 
oral statements. The testimony covers in 
excess of 5,000 typewritten pages. Also, 
75 written statements were received and 
entered into the record. 

In addition to the public hearings, closed 
hearings were held in Washington with 
the Federal Power Commission, the De- 
partment of Agriculture, the Department 
of Interior, and the Corps of Engineers. 
Also, a closed hearing was held for Sena- 
tor Watkins of Utah, who, accompanied 
by representatives of the Bureau of Recla- 
mation and certain officials of the state 
of Utah, presented data in support of the 
Upper Colorado river storage project. 

The governors of the states and terri- 
tories were invited to present their views 
and responded with seventy-eight written 
statements. 

Twelve major field inspection meetings 
were held with the federal agencies and 
a number of trips to field projects were 
made by individual Task Force members, 
by the consultants, and by staff members. 


q 


e 


With the co-operation of the federal 
agencies concerned, some two hundred in- 
dividual projects were studied in detail. 
These included every reclamation project, 
every federal power system, and impor- 
tant examples of both flood-control and 
navigation projects. 


HIEF among the basic considerations 

which guided the Task Force in its 

studies is the importance of the subject in 
terms of 


(a) the total of federal funds in- 
vested to date, and 

(b) the rapid increase in the rate of 
growth of government expenditures for 
water resources and power development 
at a time when federal budgetary defi- 
cits have become chronic and the fed- 
eral debt is at an all-time peak. 


Since 1824, when the federal govern- 
ment first initiated work on the water re- 
sources of the country, a total of $14.3 
billion has been spent. Of this, $11.6 bil- 
lion has been capital outlay and the re- 
mainder for maintenance, operation, and 
planning. Projects already authorized call 
for an additional capital outlay, estimated 
by the federal agencies concerned at $18.5 
billion. This authorized backlog thus calls 
for an expenditure over 50 per cent great- 


“THE scope of the second Hoover Commission differed materi- 
ally from that of the first, which was established in 1947. The 
latter was restricted to studies and recommendations with re- 


spect to existing functions of government. The second com- 
mission, in addition to the duties of its predecessor, was author- 
ized to make studies involving matters of policy; that is, to 
determine not only whether an existing function ts being per- 
formed efficiently but, also, whether it should be done by gov- 
- ernment at all, and if so, to what extent and in what manner.” 
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er than the total expenditure during the 
past 131 years. 

But this is not all. In 1948, the Corps 
of Engineers made an estimate of the cost 
of water resources projects then contem- 
plated and came up with a figure of $57.5 
billion at 1948 price levels. This includes 
$29 billion for projects not authorized at 
that time. Since then, the 1950 and 1954 
Rivers and Harbors Flood Control acts 
have been passed and numerous reclama- 
tion projects and the St. Lawrence river 
improvement project have been author- 
ized. The $57.5 billion, mentioned above, 
included only # billion for upstream 
watershed treatment. Under the 1954 act 
providing for such projects, our staff esti- 
mated that this program will amount to 
$17 billion, or more. Thus, a conservative 
estimate of the backlog now authorized, 
or contemplated, by the federal agencies 
is in excess of $70 billion for capital out- 
lay. 

This is almost seven times as much 
as was spent in the first century and a 
quarter of these activities. 

As to the rate of expenditure, it is sig- 
nificant that up to 1920 only 8 per cent 
of the present $14.3 billion total had been 
spent. Between 1920 and 1930, 6 per cent 
was spent, and since 1930, 86 per cent of 
the spending has taken place, with the 
bulk of it (68 per cent) crowded into the 
postwar years. Between 1940 and 1950, 
$5.2 billion were spent and from 1950 to 
1954, $4.3 billion. 


Nn 1954 there were 43 offices and bureaus 


of the federal government involved in _ 


water resources and power developments. 
Of these, 25 are concerned with this work 
as a primary responsibility or as a major 
activity. Their 1954 expenditures approxi- 
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mated $1.5 billion and more than 70,000 
employees were on their payrolls. 

From these figures, and having in mind 
the rapidly mounting public debt of the 
federal government, it is evident that a 
critical examination of the program is long 
overdue. 


HE ten principal findings of the Task 
Force are summarized and stated here 
verbatim: 


1. Imperative need exists for a clear 
definition of the rdle and policies of the 
federal government in the framework 
of a consistent national water policy 
which will progressively promote con- 
servation and development of this vital 
natural resource for the nation as a 
whole, as well as for states and local 
communities. 

2. The federal government has as- 
sumed a larger and larger share of re- 
sponsibility for water resource and 
power development until it has become 
a dominant factor in enterprises which 
should be outside its domain. 

3. The federal government has not 
given sufficient consideration to non- 
federal interest, opinion, and participa- 
tion in planning water resources and 
power projects. 

4. The federal government has used 
water resources and power development 
projects, which should be undertaken 
exclusively for economic purposes, to 
accomplish indirect social and political 
ends. 

5. The federal government has paid 
too much of the costs of water resource 
and power development and has re- 
quired too little of the beneficiaries. 


6. The federal government has 
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planned, constructed, and paid for water 
resource and power development proj- 
ects which are economically unsound 
and hence waste the national wealth. 

7. From the standpoint of financial 
return to the federal government, fed- 
eral water resource and power projects 
which produce, or could produce, rev- 
enues are not operated according to 
sound business principles, and do not 
produce a return fairly related to their 
value; nor does the federal government 
uniformly require adequate contribu- 
tions, either for the use of its money for 
capital outlay or for operation and main- 
tenance costs. 

8. The federal government’s organ- 
ization for carrying out its policies on 
water resources and power development 
lacks co-ordination, fosters competition 
among its agencies, causes controversy, 
confusion, duplication, and waste, and 
encourages, rather than curbs, bureau- 
cratic ambitions. 

9. The executive branch of the fed- 
eral government has no effective means 
or procedures for accomplishing an in- 
dependent and objective review of wa- 
ter resource and power projects pro- 
posed by its agencies. 

10. The federal government has not 
provided adequately for the collection 
and analysis of basic data which should 
determine the physical feasibility of wa- 
ter resource and power projects, and 
has undertaken projects based on in- 
adequate data. 


7 is not possible to discuss those ten 
findings adequately in a short article. 
It is, however, desirable to highlight the 
implications of two of the findings regard- 
ing electric power. These are: 
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4. The federal government has used 
.. . power development projects . . . to 
accomplish indirect social and political 
ends. 

7.... federal power projects . . . do 
not produce a return fairly related to 
their value... 


Electric power produced at federal wa- 
ter resource development projects and 
available for sale is allegedly a surplus 
product incidental to other functions of 
government generally accepted as legiti- 
mate. It would seem that this surplus pow- 
er, made available through the use of tax 
funds collected from all of the people, 
should be sold for what it is fairly worth. 
In this way the earnings from power sales 
would serve to relieve the federal tax- 
payers of some part of their heavy burden. 

Two policies directly contrary to this 
concept were adopted by the federal gov- 
ernment. They were: 


(1) The electric energy should be 
sold at the lowest possible cost (mean- 
ing rate) which would promote its wide- 
spread use, and 

(2) Preference in the disposition of 
power should be given to states, munici- 
palities, co-operatives, and other public 


bodies. 


tie administration of the so-called 

preference clause is an example of the 
use of power projects “‘to accomplish in- 
direct social and political ends.” Accord- 
ing to a study made for our Task Force 
a preference clause of one kind or another 
has been inserted in 14 separate pieces of 
legislation since 1906. Public power pro- 
ponents trace a shadowy line of continuity 
in federal policy through these clauses in 
an effort to lend the weight of precedent 
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to the justification of discriminatory ad- 
ministrative practices which received their 
greatest impetus during the period from 
1945 through 1952. More recently, public 
power supporters brought forth another 
propaganda maneuver when they pre- 
sented to a committee of Congress the 
statement that Congress “had, as early as 
1906, stipulated that water power be sold 
subject to the preference or ‘antimonop- 
oly’ clause inserted that year in Recla- 
mation law.” Through such distortions 
they are trying to prove that public power 
is “antimonopoly,” a striking example of 
the use of the “big lie” technique of ill- 
repute. 

It is inevitable that areas served by pub- 
lic power will suffer all of the disadvan- 
tages of unregulated monopoly. We need 
only cite the Tennessee valley, where pow- 
er rates and contractual requirements are 
arbitrarily imposed on helpless consumers 
by an authority from whose decisions there 
is no recourse short of congressional 
action. 


W: AT happens where government en- 

ters this field would happen in any 
other industry which the federal govern- 
ment decides to enter. Private industry 
must pay the going market rate for money 


= 


and must pay taxes representing its share 
of the cost of running the federal, state, 
and local governments. Where government 
enters the field as a competitor, financed 
by controlled “cheap” money, and without 
obligation to pay taxes, private industry 
is chased out and a government monopoly 
results. The case made by public power 
proponents for “cheap power” could be 
made in exactly the same way for any 
other industrial product — for “cheap”’ 
steel, or “cheap” automobiles, or even 
“cheap” food. 

The Reclamation Act of 1906 providing 
for establishment of town sites in connec- 
tion with federal irrigation developments, 
as reported by the Senate Committee on 
Irrigation, included authorization for the 
Secretary of Interior to lease the right to 
use surplus power developed at irrigation 
projects for “municipal or other pur- 
poses.’ The House committee amended 
the language to limit the lease period to 
ten years and changed the phraseology to 
read “giving preference to municipal pur- 
poses.” In this form it became law. The 
reports and context indicate clearly that 
Congress considered the power or power 
privilege a bona fide “surplus” by-product, 
resulting from the irrigation of arid pub- 
lic lands. The legislation was directed pri- 


“GOVERNMENT power is the property of all the people. There 
is no more excuse for selling it at cost or below cost than there 
would be to sell any other government property at cost or below 
cost when a solvent purchaser is ready to pay more for it. The 
practice, now generally prevalent, of selling government power 
at the lowest possible price that can be justified under certain 
rationalizations, rather than at the best price the market would 
command, creates widespread and unreasonable discrimination 


~ in groups of citizens.” 
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marily to the establishment of town sites 
in the desert area being opened to develop- 
ment. The “preference” was solely for 
municipal purposes. 


HE next piece of legislation in the list 

of 14 is the Raker Act of 1913 which 
authorized the city of San Francisco to 
build a dam on the Tuolumne river and to 
create a reservoir on certain federal pub- 
lic lands. The authorization prohibited the 
city from disposing of either water or elec- 
tric energy developed at the project to any- 
one but a municipality. This was not pref- 
erence, but rather a requirement that the 
city act in good faith and continue public 
lands in public use. 

In 1920 came the Federal Water Power 
Act which provided that states and mu- 
nicipalities be given preference in develop- 
ing a water power site, provided that the 
plans proposed were equally well adapted 
to conserve and utilize in the public inter- 
est the navigation and water resources as 
compared with plans of other applicants. 
This, too, is not preference for disposal of 
electric energy developed at a federal 
project. 

It should be noted that federal funds 
were not contemplated as the means of fi- 
nancing the developments considered in 
these latter two laws. Also, funds for de- 
velopments under the 1906 act were to 
come from the sale of public lands and 
were to be repaid within ten years. 

In 1922 an act authorizing the sale of 
surplus power developed under the Salt 
river reclamation project in Arizona be- 


came law. Under this law the Secretary 


of the Interior could sell surplus power 
from the project, giving preference to 
municipal purposes, provided, however, 
that such contract could be made only with 
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the approval of the legally organized wa- 
ter users’ association or irrigation district 
which had contracted with the United 
States to repay the cost of the project. 
Money derived from the sale of the power 
was to be placed to the credit of the project. 


nN December 21, 1928, the Boulder 
Canyon Project Act became law. This 
legislation marked the entry of the fed- 
eral government into major multiple- 
purpose water resource development, with 
heavy emphasis on electric power produc- 
tion. 

Although the project was considered 
to be a special problem, with legislation di- 
rected to the solution of that problem 
rather than to the establishment of new 
national policy, a preference clause con- 
sidered consistent with the Federal Water 
Power Act of 1920 was included. Under 
this, first priority for the purchase of pow- 
er was to be given to states, with the three 
states of Arizona, California, and Nevada 
being given equal opportunity. While the 
language was drawn with the intent that 
the federal government would not go into 
the electric power business and would re- 
coup its investment with interest within 
fifty years, it did provide for full federal 
ownership of the project and thus fos- 
tered public ownership of power. 

While there was no clear continuity of 
federal ownership intent in the preference 
clauses prior to 1928, the Boulder Canyon 
Project Act initiated a new trend. Any 
doubt as to its direction should be dispelled 
by examination of the reports on and 
phraseology of the Tennessee Valley Au- 
thority Act of May 18, 1933. Not only 
was a preference ordered, but to insure 
that all potential customers within the 
preferential category would be supplied in 
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The Need for Federal Power Agencies 


wit ine NICALLY and financially there is no present or prospective need 

for federal power activities. It is logical to conclude that no addi- 
tional federal projects which are exclusively for power should be con- 
structed and that a start should be made on disposing of federal power 
projects and the power portions of multiple-purpose projects to private 
industry or, if this is not feasible, to the states and local governments. 
There is no lack of ability on the part of privately owned utilities to finance 
and install needed electric generating, transmission, and distribution 

facilities.” 








the future, it was provided that the TVA 
board, upon five years’ notice in writing, 
could cancel contracts made with private 
companies or individuals, where such pow- 
er was to be resold for a profit. 

In addition, the Congress made a decla- 
ration of preferential policy which was in 
favor of domestic and rural consumers as 
against industrial users. Another innova- 
tion in the act was to give co-operative 
organizations the same preference tn the 
purchase of power as was previously given 
only to states, counties, and municipalities. 
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ie relatively close sequence thereafter 

came the REA Act in 1935, providing 
for preference in public loans to “states, 
territories, and subdivisions and agencies 
thereof, municipalities, people’s utility dis- 
tricts, and co-operative, nonprofit, or lim- 
ited-dividend associations,” the Bonneville 
Act in 1937 providing for “preference 
and priorities to public bodies and co- 
operatives,” the Fort Peck Project Act 
of 1938, and the Reclamation Project Act 
of 1939. 

The Bonneville Act provided that, to 
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preserve and protect the preferential rights 
and priorities of public bodies and co- 
operatives and to effectuate the intent and 
purpose of the act, there be available at 
all times up to January 1, 1941, for sale 
to public bodies and co-operatives not less 
than 50 per centum of the electric energy 
produced and in the event that after that 
date (January 1, 1941) there be conflict- 
ing or competing applications for an allo- 
cation of electric energy between any pub- 
lic body or co-operative on the one hand 
and private agency of any character on 
the other, the application of the public 
body or co-operative be granted. 

The act went on to say that an applica- 
tion from a public body should not be de- 
nied or preference given to a conflicting 
private application because the public body 
had not. yet been able to accomplish its 
financing, but that a reasonable time must 
be granted for the public body to take the 
steps necessary to the financing. 


AY”: finally, the act provided that in case 
of a contract with any purchaser en- 
gaged in the business of selling electric 
energy to the general public, the contract 
should provide that the Administrator 
might cancel the contract upon five years’ 
notice in writing if in his judgment any 
part of the electric energy purchased un- 
der the contract was likely to be needed to 
satisfy the requirements of public bodies 
or co-operatives; and that such a cancella- 
tion might be with respect to all or any part 
of the electric energy purchased under the 
contract to the end that the preferential 
rights and priorities accorded to public 
bodies and co-operatives under the act 
should at all times be preserved. 
The new Reclamation Project Act 
(1939) extended preference on pertinent 
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projects from the old “municipal purposes”’ 
to all public corporations and co-opera- 
tives. 

Joining the procession, the 1940 Water 
Conservation and Utilization Act included 
a preference clause and then, in 1944, full 
coverage was obtained by inclusion of a 
provision in the Flood Control Act to ex- 
tend preference to public bodies and co- 
operatives for electric energy developed at 
projects built by the Corps of Engineers 
for control of floods or improvement of 
navigation. 


BY 1946 the precedent was sufficiently 

well established so that Secretary of 
Interior Ickes felt warranted in issuing 
a directive which provided : 


(a) That hydroelectric generating 
facilities be designed and installed in all 
projects where feasible; 

(b) That projects have their own 
steam stand-by and reserve facilities 
where necessary to independent opera- 
tion on an economical and efficient basis ; 

(c) That facilities be designed and 
installed to provide the type of power 
and service required by public agencies 
and co-operatives ; 

(d) That transmission outlets to ex- 
isting and potential wholesale markets 
be adequate to deliver power to every 
preferred customer within the region; 

(e) That such outlets be owned and 
controlled by the federal government 
unless privately owned facilties were 
made available upon terms which as- 
sured full accomplishment of the “basic 
objects” ; 

(f) That active assistance, from the 
very beginning of the planning and au- 
thorization of a project, be given to the 
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organization of public agencies and co- 
operatives for the distribution of power 
in each project area. 


HE directive specifically stated that 

the objectives were not attained by 
merely waiting for a preferred customer to 
come forward and offer to purchase the 
power. 

It provided that (a) public agencies and 
co-operatives be encouraged to build di- 
versified loads and markets and neither 
the operations nor the markets of these 
agencies or of the government facilities 
be restricted by contracts or operating 
agreements which might serve to limit the 
widespread use of the power from the 
federal project, and (b) no contracts be 
made that operated to foreclose public 
agencies and co-operatives from obtaining 
power from the government project. Con- 
tracts with these organizations were to 
recognize their preferential character and 
assure them full opportunity to secure the 
benefits of federal power. Contracts with 
privately owned companies were to be 
limited in time and contain provisions for 
the cancellation or modification by the gov- 
ernment as necessary to insure preference 
to public agencies and co-operatives. 

Thus did our government openly and 
brazenly reject any pretense of conform- 
ing to our traditional system of private 
enterprise in the field of electric power 


& 


generation and distribution; instead, it 
charted a bold course which could lead 
only to the ultimate, complete socialization 
of this basic industry! 


HIs brief review of the history of the 
preference clause shows that while 
the public power partisans point back fifty 
years to a continuous chain of preference, 
the kind of preference they talk about ac- 
tually started in 1933 with the TVA Act 
and its roots go no further back than some 
of the compromises of the Boulder Can- 
yon Project Act of 1928. Tracing the pres- 
ent practice back to 1906 is just genealogi- 
cal humbug. It is clear that the present 
preference clause is a “‘harebrained child” 
of the New and Fair deals. More impor- 
tantly, this review shows that the prefer- 
ence clause, piously acclaimed as a protec- 
tion of the public from the alleged monopo- 
listic greed of the investor-owned utilities, 
has been used as a vehicle to provide a so- 
cialistic subsidy for a limited segment of 
the nation at the expense of the entire tax- 
paying public. Thus, we have a system 
which provides for one individual to ob- 
tain electricity at publicly subsidized rates, 
while his neighbor across the street must 
pay roughly 40 per cent more for his pow- 
er, as will be shown later. 
Preference customers are receiving a 
constantly increasing proportion of the 
total power which is sold by federal proj- 


all of the disadvantages of unregulated monopoly. We need 


q “It ts inevitable that areas served by public power will suffer 


only cite the Tennessee valley, where power rates and con- 
tractual requirements are arbitrarily imposed on helpless 
consumers by an authority from whose decisions there is no 
recourse short of congressional action.” 
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ects to consumers other than federal agen- 
cies. For example, the sales to preference 
customers in the Columbia river basin 
have increased from 5.9 per cent in 1942 
to 33.3 per cent in 1953, and in the South- 
western Power Administration area from 
1 per cent in 1948 to 42.36 per cent in 
1953. 

Starting in 1946, when all of the prin- 
cipal federal projects were in operation, 
the preference customers took 38.3 per cent 
of the power available to nonfederal users. 
This ratio increased steadily until in 1953 
it was 52.2 per cent. Meanwhile, the pri- 
vately owned utilities in 1946 received 
33.3 per cent of all the salable power from 
these projects and in 1953, 18.5 per cent, 
or only about one-half the relative amount 
received in the earlier year. Federal indus- 
trial customers received relatively the same 
amount in each year (28.4 per cent as 
against 29.3 per cent). 


HE trend toward increasing the sup- 
ply to preference users has been ac- 
celerated in recent years. For instance, in 
the Bonneville Administration area no firm 
power whatsoever will be available to pri- 
vately owned utilities in the Pacific North- 
west after 1960 unless Congress author- 
izes additional projects. In 1953 privately 
owned utilities received 33.3 per cent of 
all power generated at Bonneville. The 
Central Valley project in California, which 
until recently sold 95 per cent of its out- 
put to California private utilities, from 
now on will have practically all of its sala- 
ble firm power delivered to preference 
customers, leaving the California private 
utilities with only the secondary power 
which such preference customers do not 
elect to take. 
The preference clause has made possible 
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serious inequities and discrimination be- 
tween states. Thus, as of 1953, Washing- 
ton, where there are numerous preference 
customers, received almost 85 per cent of 
all of the federal power produced by the 
Columbia river projects, while its neigh- 
bor, Oregon, where private enterprise in 
power distribution is more prevalent, re- 
ceived less than 15 per cent of this subsi- 
dized power. 

The extent of the inequities and dis- 
crimination resulting from the preference 
policy is indicated by the fact that in fiscal 
1953 about 50 per cent of all federal pow- 
er sold to nonfederal users went to the 
prescribed statutory preference customers, 
and less than 25 per cent to private utili- 
ties for use by their customers. 

Ultimately, of course, under present 
practices 100 per cent of federally gen- 
erated power will go to preference cus- 
tomers. This preference policy in effect 
makes any customer of a privately owned 
utility a “‘second-class citizen” so far as 
federal power is concerned. The company 
from which he buys power is denied fed- 
eral power. His neighbor across the road 
or in the next town served by a co-opera- 
tive or a municipality gets power for less 
than its true cost while the private utility 
customer, in his electric rate, pays local, 
state, and federal taxes in a greater 
amount because his neighbor pays little or 
nothing of these costs. 


_ second unfair practice in the dis- 
posal of federal power has developed 
from the administrative directive to dis- 
pose of power at the lowest possible rates 
to consumers. Actually, the law calls for 
the lowest possible rates consistent with 
sound business principles. 
Ordinarily, one might suppose that this 
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The Inequity of the Preference Clause 


* a les extent of the inequities and discrimination resulting from the 

preference policy is indicated by the fact that in fiscal 1953 about 
50 per cent of all federal power sold to nonfederal users went to the pre- 
scribed statutory preference customers, and less than 25 per cent to private 
utilities for use by their customers. Ultimately, of course, under present 
practices 100 per cent of federally generated power will go to preference 
customers. This preference policy in effect makes any customer of a pri- 
vately owned utility a ‘second-class citizen’ so far as federal power 1s 

concerned.” 





surplus commodity should be sold for the 
best price it would bring in conformity 
with the practice generally followed in dis- 
posing of other surplus federal property. 
But perhaps this would not always be in 
compliance with the law that generally 
calls for disposal at the /owest rates con- 
sistent with sound business principles. 
Certainly sound business principles 
would require that the power be sold for 
its fair value on the free market. No lesser 
price is fair to the taxpayer-investors 
throughout the country who paid for the 
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project. But the law does not adequately 
support this sound practice. The Task 
Force on Water Resources and Power has 
recommended that legislation be enacted 
to define clearly “sound business princi- 
ples.” 


r is clear that the lowest possible rate 

under sound business principles would 
necessitate the recovery of not less than 
the true costs. But even this is not at- 
tempted. All federal electric power is sold 
under a subsidy. 
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If the electric energy from federal proj- 
ects is economically and efficiently pro- 
duced, it can be sold at a rate below that 
possible for investor-financed utilities and 
still meet all proper costs of production 
because it does not need to earn a profit 
on “risk capital” for the investors. 


borer are a few federal projects from 
which the power apparently is not 
worth what it costs. In these cases fictitious 
allocations of capital costs and operating 
expense have been rationalized to “justify” 
the extreme subsidy at which the power 
is sold. These constitute exceptions to the 
premise that federal power can be sold at 
rates which at least meet the cost. Of 
course, they are not exceptions to the rule 
that all federal power is subsidized. 
There are six principal forms of sub- 
sidy in the establishment of federal power 
rates. These are: 


(a) Interest rates lower than the ac- 
tual cost of long-term money. 

(b) Omission of a charge for inter- 
est during construction. 

(c) No federal income taxes or com- 
mensurate contribution to the cost of 
the federal government. 

(d) No state or local taxes (with two 
exceptions). 

(e) Allocation of initial capital costs 
to wholly subsidized federal activities 
(flood control, navigation, treaty obli- 
gations, fish and wild-life preservation, 
etc. ). 

(f) Charging of pension, insurance, 
and miscellaneous administrative costs 
to other government accounts. 


Government power is the property of 
all the people. There is no more excuse 
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for selling it at cost or below cost than 
there would be to sell any other govern- 
ment property at cost or below cost when a 
solvent purchaser is ready to pay more for 
it. The practice, now generally prevalent, 
of selling government power at the lowest 
possible price that can be justified under 
certain rationalizations, rather than at the 
best price the market would command, 
creates widespread and unreasonable dis- 
crimination in groups of citizens. 


[y* Task Force analyzed the financial 
condition of the principal federal 
power systems to determine how revenue 
compared to requirements. Even very 
modest requirements are not met! 
Although heavy subsidy is frequently 
introduced into power rates in the alloca- 
tion of capital costs, for the purposes of 
our examination we accepted without 
question the allocations made by the agen- 
cies. We used a 3 per cent interest rate for 
the cost of money. This rate is, of course, 
very low when compared with investor- 
financed utility money costs of 5.6 to 6.9 
per cent and it is a fair figure compared 
with the 3} per cent paid by the federal 
government for its longest-term money. 
Taxes were computed on the basis of 
dollars per kilowatt of installed capacity 
of the most likely installation which pe- 
ripheral companies would have made. Ex- 
amination showed minimum fluctuation in 
this approach as compared with estimates 
based on mills per kilowatt-hour or on 
operating revenue and costs. These anal- 
yses showed deficiencies below such re- 
quirements as indicated in the table on 
page 787. 


a power advocates insist that pub- 
lic enterprises competitive with private 
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enterprise should be tax free. Nonprofit 
enterprises should not, they argue, be sub- 
ject to income tax if they have no income. 
And they have argued that if the federal 
systems are not charged with income or 
federal tax, then they meet their financial 
requirements. Even this is not uniformly 
or consistently true. In 1953, TVA after 
making its agreed payments to states and 
local governments was $1,965,049 short 
of meeting financial requirements com- 
puted without deductions for payments in 
lieu of federal tax! Similarly, Southwest- 
ern Power Administration fell $2,500,000 
and Southeastern Power Administration 
$3,750,000 short. In 1952 Southwestern 
Power was over $1,000,000 behind and 
Hoover dam fell $65,000 short. The vari- 
ous subsidies make the public power “yard- 
stick” some 40 per cent short of a true 
measuring device. A yardstick should be 
36 inches long. 

Federal power rates, in general, provide 
a 23-inch yardstick. 


N: tax-paying enterprise can compete 
with a nontax-paying endeavor un- 
der today’s tax burdens. All production 
should bear its share of the cost of govern- 
ment. It is grossly inequitable for one 
establishment to pay its share of federal 
government costs, including the not in- 


considerable burden of national defense, 
while another agency undertaking the 
same kind of operation is exempt. 


Nn 1953, 80 per cent of the utility plant 
electric energy generated in the coun- 
try was produced by privately owned 
companies. The customers of these com- 
panies paid in their rates a substantial 
amount toward the support of the federal 
government, averaging for federal income 
tax attributable to generating and trans- 
mission operations, about one mill per 
kilowatt-hour used by them. In fixing 
rates for private utilities the regulatory 
authorities are compelled also to take into 
account the cost of money in the “free mar- 
ket,” averaging about 6 per cent for all 
forms of capital. 

On the average, in 1953, the customers 
of privately owned utilities paid in their 
rates about 0.7 mill per kilowatt-hour used 
by them for state and local taxes attribut- 
able to generating and transmission opera- 
tions. With the exception of Hoover dam 
and TVA no user of federally generated 
power paid anything for state or local 
taxes. 

There is no economic or social reason, 
or reason in equity, why the customers 
of federal power should not pay, in their 
rates, their fair share of costs of the fed- 


Deficiency— Deficiency— 
Year Ended Cumulative to 
June 30,1953 June 30, 1953 
Tennessee Valley Authority ......... $29,979,158 $ 99,574,167 
Columbia River Basin Projects ..... 19,982,767 96,626,893 
EIGGVGr POA pices os abe cinco cen diwwdove 7,941,830 101,186,839 
Patker-Wavis TOAMS: 6066.05 ssesewsss 3,480,633 21,200,338 
Southwestern Power Administration .. 4,470,582 10,692,305 
Southeastern Power Administration .. 7,056,395 10,906,696 
Central Valley Project 2.22. eae ense 2,718,625 8,596,193* 
Hentea nn eie.stnreets oatactaseaeser Se tee areata $75,629,990 $331,591,045 

es *Surplus. 
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eral, state, and local governments as do 
the users of nonfederal power. The sale 
of federal power at present rate formulas 
is the supercolossal “giveaway” of our 
time! 

The only power shortage areas in the 
country (Tennessee river valley and the 
Pacific Northwest) are those where this 
super give-away program of power for 
less than cost is in effect. This results 
from the facts that (a) industries are at- 
tracted from private enterprise areas into 
these “‘give-away areas,” and (b) the 
growing reluctance of Congress to con- 
tinue penalizing all the nation’s taxpayers 
in order to favor a chosen few results in 
curtailing of appropriations. 


[ N 1933, the installed capacity of federal 

power projects was less than one per 
cent of all electric utilities of the country. 
By 1953, the federal government had be- 
come the largest single producer of electric 
power, producing 13.1 per cent of all kilo- 
watt-hours generated. Federal power proj- 
ects under construction and authorized (if 
these be also constructed) will, by 1960, 
more than double the 1953 capacity and. 
when all are completed, will triple it, reach- 
ing a total of 35,000,000 kilowatts of in- 
stalled capacity and representing a total 
outlay of $10 billion. So long as the tax- 
payers are willing to subsidize public pow- 


er it will expand to the detriment of pri- 
vate power. No private business can com- 
pete with a tax-subsidized government 
business which sells at 30 per cent or more 
below true cost! 

Technically and financially there is no 
present or prospective need for federal 
power activities. It is logical to conclude 
that no additional federal projects which 
are exclusively for power should be con- 
structed and that a start should be made 
on disposing of federal power projects 
and the power portions of multiple-pur- 
pose projects to private industry or, if this 
is not feasible, to the states and local gov- 
ernments. 


HERE is no lack of ability on the part 

of privately owned utilities to finance 
and install needed electric generating, 
transmission, and distribution facilities. 
During the past ten years, they invested 
over $20 billion in electric properties as 
compared with $2.3 billion spent by the 
federal government since the very begin- 
ning of its power program! Much more 
private capital is now available for financ- 
ing sound projects. 

In public power, this is where we are 
today. How much further down the road 
toward the goal of complete socialization 
of this vital industry shall we go before 
we call a halt to this demoralizing march? 





“.. . in addition to being an enormous factor in the economy of the 
states in which it operates, TVA, on the basis of reliable estimates, 
is selling power at rates which recover only half the cost. The other 
half is not grabbed out of thin air but comes from the pockets of 
taxpayers generally. Public ownership for local gain falls consid- 


erably short of idealism.” 


—EDITORIAL STATEMENT, 


Casper (Wyoming) Tribune Herald. 
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Should Utilities Invest 1n the 
Universities? 


More and more, large corporations are establishing 
new funds to help colleges and universities. Public 
utilities as well as nonutility industries naturally have 
an interest in this movement and for supporting our 
institutions of higher learning. 


By .K. P. APPLEGATE* 
PRESIDENT, THE HARTFORD ELECTRIC LIGHT COMPANY 


S everyone must realize by now, how 
to keep America’s hundreds of col- 
leges and universities solvent has 

become a national problem of the first or- 
der. From Maine to California, an atmos- 
phere of continuing crises has settled over 
halls of higher learning after a decade of 
rising costs and enrollments. 

It was against this background that on 
March 23rd the newspapers of Hartford, 
Connecticut, carried an announcement 
which read: 


An unrestricted gift of stock worth 
approximately $30,000 on today’s mar- 
ket has been made to Rensselaer Poly- 





*For additional personal note, see “Pages with 
the Editors.” 


technic Institute by The Hartford Elec- 
tric Light Company, Hartford, Connec- 
ticut, it was announced by Dr. Living- 
ston W. Houston, RPI president. 

In accepting the gift of stock, Presi- 
dent Houston said, “This is the most 
valuable type of gift that can be made 
to a college. Because there are no re- 
strictions, we will have a continuing in- 
come and be able to use it where it will 
do the most good. Thus, all of our stu- 
dents will be helped instead of a se- 
lected group.” 


The question may well be asked, ““Why 
has The Hartford Electric Light Com- 
pany given 669 shares of Connecticut 
Power Company stock to Rensselaer Poly- 
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technic Instituter’’ The answer to this 
question can be briefly and simply stated. 
Our gift to RPI represents a token pay- 
ment for a much greater value received. 


a is a well-known fact that all institu- 

tions of higher learning spend more on 
the education of their graduates than they 
receive back in tuition. This deficit 
amounts in general to between $300 and 
$700 per year per student, a deficit which 
in the past has been made up by large gifts 
from individuals, most of whom made 
their money in industry. Because of the 
present tax laws, the accumulation of 
great wealth by individuals is much more 
difficult. Therefore, institutions of higher 
learning will have to depend on a different 
source of income; namely, corporations. 

When our company, or any corpora- 
tion, employs men and women who are 
college graduates, we are in a sense re- 
ceiving a material gift from the college 
along with each of these college graduates 
employed. In the past it has been the prac- 
tice of industry in general not to repay 
the educational institution for this loss. 
Today, it is commonly recognized, how- 
ever, that private institutions of higher 
learning are in need of financial assistance, 
and if industry is going to enjoy the bene- 
fits of higher education in general, and 
preserve a source of executive and tech- 
nical ability in particular, it is up to indus- 
try to pay its share of the costs. 

Again, the question may well be asked, 
“Why RPI? Why not the University 
of Connecticut? or Trinity College in 
Hartford? or some other college?’ The 
Hartford Electric Light Company is al- 
ready contributing towards the financial 
welfare of the University of Connecticut 
through taxes, as are all other corporations 
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in the state. In the case of Trinity College, 
some years ago our company founded the 
Ferguson-MacGregor Scholarship, a joint 
memorial to Samuel Ferguson, an alumnus 
of Trinity College, and a former presi- 
dent of The Hartford Electric Light Com- 
pany, and to Rodney James MacGregor, 
a former employee of The Hartford Elec- 
tric Light Company, who gave his life to 
his country in World War II. The Fer- 
guson-MacGregor Scholarship pays the 
tuition of four students, last vear con- 
tributing $2,800 towards the education of 
four young men in this manner. Realiz- 
ing that a scholarship covering tuition 
only, does not repay the college for all out- 
of-pocket expenses for the boy receiving 
the scholarship, we later gave Trinity Col- 
lege a supplementary gift of 250 shares of 
Connecticut Power Company stock, with 
the thought that the dividends from this 
stock would make up to Trinity College 
the expenses over and above tuition. 

Over the past sixty years, RPI has been 
an outstanding contributor to the needs 
of The Hartford Electric Light Company 
for technical personnel. We have, at the 
present time, thirty-one active employees 
who are graduates of that institution. No 
other private institution has approached 
this record. RPI will undoubtedly continue 
to supply us with trained minds in the 
vears to come. It was therefore chosen by 
our board of directors as the private in- 
stitution of higher learning that we should 
honor at this time. 


Rp Rosert FE. Witson, chairman of 
the Standard Oil Company (Indi- 
ana), says, “If our private colleges are 
not kept strong, a further burden will be 
put on taxpayers to build larger tax-sup- 
ported institutions, and our educational 
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back in tuition. ... 


“Ir is a well-known fact that all institutions of higher learning 
spend more on the education of their graduates than they receive 
when industry gives financial aid to a private 


institution of higher learning, it is following good principles of 
sound common sense. When a private institution of higher 
learning fails to make a go of tt financially, and ts replaced by 
a tax-supported institution, the costs to the corporations in in- 
creased taxes to support this new college are tremendously 


increased.” 


system will have lost much in vigor and 
independence.” 

Asa matter of fact, when industry gives 
financial aid to a private institution of 
higher learning, it is following good prin- 
ciples of sound common sense. When a 
private institution of higher learning fails 
to make a go of it financially, and is re- 
placed by a tax-supported institution, the 
costs to the corporations in increased 
taxes to support this new college are tre- 
mendously increased. For example, we un- 
derstand it was calculated that in 1952 it 
would cost a Colorado company $67,000 
in additional taxes to support the Univer- 
sity of Denver if it became a state insti- 
tution. The company immediately made 
an annual pledge of $10,000 as insurance 
against this eventuality. 

In the past year, Bethlehem Steel paid 
out $321,000 to 30 private colleges which 
had educated 107 recent graduates who 
had remained with the company at least 
four months. This represents a gift to the 
college of $3,000 for each graduate em- 
ployed. General Electric, United States 
Steel, Du Pont, Ford, and untold others 
are also contributing financially, in this 
way recognizing their responsibility and 
obligation. 


e 


_ Motors CorpPoRATION is 
rendering financial support to 306 
colleges and universities. Commenting on 
this tremendous educational program, 
Harlow H. Curtice, president of General 
Motors Corporation, says, “We hope it 
will bring to the fore many young men 
and women who will be able to make sub- 
stantial contributions in many fields to the 
security and progress of our country and 
the world.” 
Alfred P. Sloan, Jr., General Motors 
chairman, advocates support of higher 
education in these words: 


Our corporations spend many mil- 
lions to provide medical and welfare 
benefits for their employees. They have 
just as large a responsibility, I believe, 
to contribute to the common cause of 
higher education. In the long view, 
these donations would contribute to the 
advance of our living standards, and to 
the strengthening of our national se- 
curity, and that affects the lives of all 
Americans. 


The Hartford Electric Light Company 
believes in the soundness of this philos- 
ophy. From time to time in the future we 
hope we can make other such gifts. 
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Zoning, Utilities, and Sweet 
Reason 


Last spring there appeared in Pustic Utitities FortNIGHTLY an article 
proposing that public utilities should be relieved of some of the restrictions 
by local zoning boards with respect to the location of public utility facilities 
necessary for adequate public service. Last summer an opposite point of view 
was presented suggesting that paramount responsibility should remain with the 
local authorities. This ts an article by an exponent of the middle ground, 
by an author who is both cognizant and sympathetic with the problems and 
aspirations of opposite sides of this controversy. This article suggests a 
balanced solution in the over-all public interest. 


sy DAVID K. KADANE* 


N March of this year PusLic UTILI- 
TIES FoRTNIGHTLY published an 
article’ in which the author, M. C. 

Avery, argued that utilities should be 
wholly free from zoning restrictions in the 
location of their facilities. He stated that 
the utility should have “the right to be un- 
hampered by zoning restrictions to the end 
that it may be free to construct, maintain, 
operate, enlarge, and extend its facilities 
from time to time as it may in its best 
judgment deem necessary for the adequate 
service of its customers.” 

In August this article was answered by 





*General counsel, Long Island Lighting Company. 
For additional personal note, see “Pages with the 
Editors.” 

1“Zoning and Public Utilities,” by M. C. Avery, 
Vol. 55, No. 5, p. 252, March 3, 1955. 
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Professor George D. Haller,? who argued 
that if utilities were exempted from zon- 
ing restrictions, their self-interest would 
lead them to disregard the interest of the 
public in an attractive community appear- 
ance and in sound community develop- 
ment. 

There is danger that this dispute of 
Avery versus Haller will be decided on 
an incomplete record, wherefore this word 
in edgewise. 

Professor Haller says that the objective 
of the utility, in selecting one site rather 
than another, is to save money. But even 
in those cases where it is true that money 
is the only reason the utility prefers one 


2 “Zoning and the Utilities,” Vol. 56, No. 4, p. 231, 


August 18, 1955. 
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site over another, whose money is being 
saved? The extra cost, when longer elec- 
tric or water lines must be run, is borne 
by the consumer. It is in the rate base, 
and the investor is entitled to earn a re- 
turn on it; the depreciation on the extra 
cost is part of the cost of rendering the 
service, and is paid for by the consumer; 
the higher property taxes are borne by the 
consumer. Furthermore, in many cases the 
interest of the consumer in reliable utility 
service is involved. For example, when an 
electric substation cannot be located sufh- 
ciently close to the load centers, the power 
lines must be longer, thereby increasing 
the probability of outages. The real party 
in interest, therefore, in a utility zoning 
dispute is the consumer—which is to say, 
the public. 


W: are thus presented with a classical 

case of a conflict of two public in- 
terests: on the one hand, the interest of 
the public in the appearance and character 
of the neighborhood, and on the other 
hand the interest of the public in low 
utility rates. 

Avery mentions only the public interest 
in economical and reliable service. Profes- 
sor Haller mentions only the public inter- 
est in land use. It would be unfortunate 
if the conflict were resolved in such a 
manner as to ignore either of these sub- 
stantial public interests. Surely the proper 
solution requires a system designed to 
accommodate both interests of the public 
to the maximum extent possible. 

Let us examine how the problem would 
be worked out ideally. The land-use ex- 
perts would tell us the effect on the neigh- 
borhoods of the various possible locations 
of the facility. The engineers would tell 
us the best location (or locations) from 
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the point of view of cost, reliability ot 
service, and probable future needs, and 
would tell us of any extra cost or extra 
hazards involved in using the sites pre- 
ferred by the land-use experts. The cor- 
rect location would be the one which took 
all these considerations into account, do- 
ing the greatest good with the least harm. 
If moving the facility to another site 
would result in only a slightly higher cost 
but would be vastly superior from a land- 
use standpoint, the move should be made. 
If the cost would be substantially higher, 
but the alternate site only slightly superior 
from a land-use standpoint, the move 
should not be made. 


S far, it looks easy. But the next ques- 

tion is tougher: Who will be the Solo- 
mon who can be relied on to strike this 
balance ? 

The way we dispose of the problem 
today, in most states, is to leave the de- 
cision to a zoning board or a town, village, 
or city legislative body, with recourse to 
the courts only when the decision is so 
obviously bad that the standard clichés, 
such as “arbitrary exercise of power” or 
“without substantial evidence,” are in- 
voked. 

Now the members of these legislative 
and zoning boards are fine citizens, en- 
gaged in respectable occupations and de- 
voted to the public weal—but they are 
quite aware that while they are publicly 
accountable for zoning decisions, the pub- 
lic does not hold them responsible for 
utility rates. They do not like to pay higher 
utility rates—but if rates have to be raised 
because of a poor zoning decision, the vot- 
ing public will never associate the poor 
zoning decision with the higher rates. The 
voters will understand, however, if a zon- 
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ing case is decided favorably to the utility 
when there has been neighborhood opposi- 
tion. 

Under these circumstances, can we ex- 
pect a village board or a city council, con- 
sisting of men and not angels, to make 
a decision that will be unpopular with the 
voters merely for the sake of keeping 
rates down? Or take the case where the 
new facility is needed to serve a wide area; 
may it not be anticipated that the board 
or council will try to have the facility 
located some place in that area outside of 
its own particular village or city? It is 
not surprising that in some situations 
utilities have felt that the boards and coun- 
cils have given inadequate weight to the 
effect of the decisions on rates and on the 
interest of the public in reliable utility 
service. 

This induces a feeling of sadness, and 
even of frustration, but only rarely has a 
utility company claimed with Avery to be 
beyond the reach of zoning. Professor 
Haller is incorrect when he refers to 
Avery as “the utility spokesman.” 


Hus far not many cases involving 
utility zoning have been taken to the 
courts. It is doubtful if as many as two 
dozen cases have come up in the New 


a 


York courts. To some extent this has been 
the result of restraint on the part of utility 
companies which (despite Professor Hal- 
ler’s statement that “public utility execu- 
tives are all too prone to put their par- 
ticular interests ahead of the general wel- 
fare of the community”) have no wish to 
create public relations problems by erect- 
ing facilities where they are not wanted. 
In fact, there is some danger that utility 
companies will be so in fear of deteriora- 
tion of their public relations that they will 
too freely acquiesce in bad zoning deci- 
sions to the detriment of the consuming 
public. ; 

To some extent also the paucity of de- 
cisions in this field stems from an under- 
standing on the part of responsible munici- 
pal authorities of the necessity for addi- 
tional utility facilities, and the importance 
of locating them at sites where the costs 
will not be unreasonable. Most zoning 
board members and most municipal fa- 
thers take a constructive approach to the 
necessity of soundly locating the facilities 
required to serve the public. The problems 
generally arise only when the fears of the 
neighbors are aroused through ignorance 
or demagoguery, angry protests are made 
by the dozens (adding numbers but no 
arguments that will bear unbiased ex- 


“Tuus far not many cases involving utility zoning have been 
taken to the courts. It is doubtful if as many as two dozen 
cases have come up in the New York courts. To some extent 
this has been the result of restraint on the part of utility 


companies which . . 


. have no wish to create public relations 


problems by erecting facilities where they are not wanted. In 
fact, there is some danger that utility companies will be so 
in fear of deterioration of their public relations that they will 
too freely acquiesce in bad zoning decisions to the detriment 


of the consuming public.” 
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amination ), the hearing room is thronged 
with a vociferous crowd and the board 
member reflects (as sometimes he is gent- 
ly reminded) that election day is not far 
off. A few cents a month on the utility 
bill is no concern of his. 


Se states have addressed themselves 
to the problem of erecting a system 
designed to accommodate the public in- 
terest in zoning with the public interest 
in economical and adequate utility service. 
The Connecticut statutes provide that 
municipal regulation shall not be con- 
strued to apply to so much of the opera- 
tions of plant, building, structures, or 
equipment of any public service company 
as is under the jurisdiction of the public 
utilities commission, except that the appro- 
priate municipal authority may regulate 
the proposed location of any “‘steam plant, 
gas plant, gas tank or holder, water tank, 
or electric substation of any public service 
company.” The actions of the municipal 
authority in this respect are subject to re- 
view by the public utilities commission, 
which is given power to hold a new hear- 
ing and jurisdiction to affirm, remodify, 
or revoke the local decision. 

The Maine statutes empower the public 
utilities commission, after a public hear- 
ing, to exempt from zoning regulations 
a building or land to be used by a utility 
if the commission finds the exemption 
“reasonably necessary for the convenience 
or welfare of the public.” The same stand- 
ard is used in the Massachusetts, New 
Hampshire, and Pennsylvania statutes to 
determine whether the department of pub- 
lic utilities may exempt from the opera- 
tion of a zoning ordinance a building, 
structure, or land of a public service cor- 
poration. 
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The New Jersey statutes provide that 
zoning ordinances shall not apply to 
utility structures if the board of public 
utility commissioners, after a hearing on 
notice to the municipality affected, shall 
decide that the situation of the structure 
“is reasonably necessary for the service, 
convenience, or welfare of the public.” In 
the District of Columbia, the board of zon- 
ing adjustment is allowed to grant special 
exceptions for utility facilities when in its 
judgment and that of the public utilities 
commission such facilities are “necessary 
to the public convenience and welfare.”’ 


ia thus appears that six of the 48 states 

have made provision for the resolution 
of utility zoning problems by providing 
recourse to the state public service com- 
mission. Since the public service commis- 
sion is also the body concerned with rate 
matters, it may be relied on to attempt 
to strike a reasonable balance between the 
zoning interests of the community and 
considerations of costs, and reliability of 
service. 

Furthermore, members of the state 
public service commissions do not have 
to be elected every couple of years by 
the very people who are affected by to- 
day’s zoning decision; they are generally 
appointed by the governor of the state for 
a substantial term, and they are accus- 
tomed to pay closer attention to the sound- 
ness of a complaint than to the mere fact 
that a complaint is made. 

The Connecticut statute has the added 
merit of providing for decision in the 
first instance by the local zoning board. 
The public service commission has a part 
to play only if the utility wishes to appeal 
from an adverse decision of the local 
board. 
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This system seems well designed to 
secure full consideration of all aspects 
of the public interest in utility zoning 
problems. 


a there have not been too many 

court cases in the past, these prob- 
lems may be expected to arise more fre- 
quently in the future. Consumption of elec- 
tricity is increasing at such a rapid pace 
that it is becoming increasingly difficult 
to find proper locations for the necessary 
facilities. 

If this growth continues at the pace 
which the experts predict, it will no 
longer be possible for the 42 states which 
have not tried to solve this problem, to get 
by on the basis of judicial relief in an 
extreme case. 

Furthermore, especially since World 
War II, our cities have been sending to 
the suburbs millions of people who never 
realized that substations and power lines 
and water towers were necessary to bring 
service to them. They had been accustomed 
to receive service from vertical power 
lines concealed in tall buildings and sub- 
stations hidden in the basement; but in 
the suburbs, with lower population density, 


underground installation is not economi- 
cally feasible. 

To the new suburbanites, the erection 
of a distribution substation around the 
corner can be made to look like an in- 
vasion of a residential neighborhood with 
industrial apparatus. Such unfounded 
fears as that substations interfere with 
television reception, or depreciate real 
estate values (which they do not when 
properly landscaped) can be a frightening 
argument to the home owner, for whom 
the purchase of his house is usually the 
largest financial transaction in his lifetime. 


i be it may be expected that the need 
for additional facilities will increase 
and that public resistance to the facilities 
will also increase. It is no contribution to 
the resolution of this problem to urge, as 
does Mr. Avery, that utilities should be 
entirely free from zoning; or to argue, 
as does Professor Haller, that utility zon- 
ing should not be specially handled. Peo- 
ple who wish to preserve the public tran- 
quility will seek solutions like the 
Connecticut statute, carefully designed to 
obtain optimum satisfaction of the com- 
peting public interests involved. 





. yy order to maintain a dynamic economy, we must foster free 
competitive markets and the growth of new enterprises. To 
keep the channels of trade open calls for a vigorous enforcement 
of fair rules. The criterion of guilt, however, should not be size 
but whether the firm, large or small, has stifled competition through 
collusion or coercion. Since large-scale operations in our economy 
are absolutely essential, these tasks must be performed either by 
big business or by big government. The choice is between a planned 
economy under the direction and control of a centralized govern- 
ment that leads to stagnation, or a private enterprise economy that 
has demonstrated over the decades that it is the best yet devised for 
meeting the growing demands of this country.” 
Excerpt from the New England Letter, 
published by The First National Bank 
of Boston. 
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Washington and 
the Utilities 


A Chewed-off Inquiry 
f pmae: is increasing evidence that the 

continued and persistent one-sided 
approach of the House Government 
Operations Subcommittee, purporting to 
be investigating Interior Department 
power policies, is undermining whatever 
influence the final recommendations might 
have in Congress or elsewhere. The 
Democrats on the subcommittee, led by 
Representative Chudoff (Democrat, Penn- 
sylvania), put in a stormy week early in 
October hearing charges that the Georgia 
Power Company was trying to force the 
Georgia co-ops into accepting a contract 
which would result in destroying alleged 
“preference” rights of the co-ops to Clark 
Hill dam power. The president of the 
Georgia Power Company, Harrlee Branch, 
Jr., denied this and asked the subcommit- 
tee for an opportunity to appear and give 
his side of the story. 

But by a strictly party vote (3 to 2), 
the Chudoff subcommittee followed the 
same one-sided line it had taken earlier 
and closed the door to any explanation 
which the utility official might have. 
Democratic Representatives Dawson of 
Illinois and Fascell of Florida joined 
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Chudoff in voting down Republican 
Representatives Jonas of North Carolina 
and Minshall of Ohio. Chudoff said that 
the utility people would have plenty of 
opportunity “some time next year,” when 
the subcommittee expects to go into the 
“relationships” between the Secretary of 
Interior and the private power companies. 


. i} old hands and observers of congres- 
sional investigation committees, this 
technique is quite familiar. The majority 
would not care to have Mr. Branch or 
anybody else show up in Washington 
voluntarily in the role of injured inno- 
cence, demanding a chance to clear the 
name of his company. It prefers to let 
the accusations stand for what they are 
worth until they can become crystallized. 
Then, next year, selecting its own time, the 
subcommittee may even subpoena the 
utility officials, who would then be cast 
in the rdle of defendants resisting another 
of those “investigations of the public utili- 
ties.” Another day, another headline. In 
short, as congressional probers have found 
out for many years, their investigations 
always look more effective if the parties 
investigated seem to be trying to run away 
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or to hide something, than if they turn 
up voluntarily demanding to be heard. 
B"" the technique has been used so 

often, and because Representative 
Chudoff is not yet a very polished per- 
former in this fine political art of harpoon- 
ing moving targets, the harpoon in this 
case might even turn out to be more in 
the nature of a boomerang. The suspicion 
grows that the subcommittee majority 
might be more interested in making politi- 
cal medicine than in actually finding out 
whether or not the Georgia co-ops have 
been despoiled of their statutory heritage 
as “preference customers.” 

Thus, The Washington Post and Times 
Herald, which has been consistently sym- 
pathetic with the public power point of 
view in these controversies with the pri- 
vate power companies, editorially blasted 
the one-way direction of the Chudoff 
hearings. The Washington Post and 
Times Herald conceded that the subcom- 
mittee had brought to light “some damag- 
ing facts about the Interior Department’s 
handling of power generated at the Clark 
Hill dam.” One of the damaging facts, so 
regarded, was the claim that Interior had 
tried to force through a contract which 
was at variance with a ruling by the 
Attorney General interpreting the rights 
of the “preference” customers. But it was 
when the would-be purchaser (Georgia 
Power Company) asked for a chance to 
refute these “disclosures” that the sub- 
committee closed the door in its face over 
the protest of the Republican members. 
The influential Washington daily news- 
paper concluded editorially : 


Mr. Chudoff has offered to hear Mr. 
Branch next year, but delav of this sort 
is the negation of fair investigative 
procedure. If the subcommittee is going 
to air one side of a controversy, it has 
a solemn obligation to air the other side 
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while the issue is hot. It cannot reject 
any pertinent testimony without creat- 
ing the impression that it is trying to 
buttress a biased argument for partisan 
purposes. Unless this narrow and short- 
sighted action is reversed, the subcom- 
mittee can scarcely hope to have its 
findings taken seriously. 


The Attorney General’s Ruling 


fiw subcommittee’s main attack on 
Interior Department power-market- 
ing policies appeared to be based on an 
allegedly “suppressed” ruling made by 
Attorney General Brownell, at the request 
of the department, interpreting the “pref- 
erence clause” in the Flood Control Act 
of 1944. The department officials insist 
that this ruling is actually moot as an ad- 
visory opinion on a once-proposed but now 
defunct contract (under which the South- 
eastern Power Administration would have 
sold Clark Hill power to Georgia Power 
Company for resale, without profit, to the 
co-ops and municipalities). 

The Democratic Congressmen, how- 
ever, accuse Assistant Secretary of In- 
terior Aandahl of sitting on the ruling and 
trying to force the co-ops to accept the 
contract anyway. It was less than a month 
after the opinion of the Attorney General 
was rendered, Interior announced a new 
contract proposal which presumed to be 
substantially in conformity with that 
opinion. The fact that the same Georgia 
preference customers still seem disposed 
to criticize this latest proposal in a long 
series of negotiated plans for transmission 
of the power, would indicate that they are 
at least as much interested in the political 
repercussions as in obtaining immediate 
access to the Clark Hill dam power. 

Attorney General Brownell’s ruling may 
be moot as far as Clark Hill is concerned. 
But it is also likely to become a danger 
signal on future contract negotiations be- 








tween Interior and privately owned utili- 
ties. It may well indicate that there are at 
least two branches of thinking on power 
matters within the administration itself. 
The Attorney General ruled that “when 
the Secretary of Interior has before him 
two competing offers to purchase power, 
one by a preference customer and the other 
by a nonpreference customer, and the 
former does not have at the time the 
physical means to take and distribute the 
power, he must contract with the prefer- 
ence customer on condition that such cus- 
tomer will, within a reasonable time to be 
fixed by the Secretary, obtain the means 
for taking the power. If within the period 
fixed the preference customer does not do 
so, the Secretary is then free to contract 
with the nonpreference customer.” 


HE present Interior Department had 

heretofore taken the position, gen- 
erally, that preference customers not 
ready, willing, and able to take available 
power should seek arrangements for ob- 
taining similar benefits via other means, 
and that, in no event, has the federal gov- 
ernment any obligation to invest general 
tax funds in transmission facilities ex- 
clusively for the benefit of “preference” 
customers. In other words, “preference” 
customers were still supposed to carry 
their own power or hire it done, but not 
entitled to special delivery service at the 
expense of the seller (federal govern- 
ment). 

In a wind-up statement, Chudoff 
accused officials of the Interior Depart- 
ment of interpreting power laws “just as 
they please” and promoting “illegal 
schemes” at the expense of public agen- 
cies entitled to first call on government- 
produced electric energy. 

Assistant Secretary of Interior Aandahl 
got a statement of his own into the record 
before this phase of the subcommittee’s 
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power inquiry ended. He defended the 
department’s operations and rapped back 
at Chudoff with the assertion, “One could 
easily infer that you feel that federal 
ownership of water projects is the only 
answer.”’ Under the law, Aandahl noted, 
private agencies for more than twenty 
years have been licensed to build dams and 
generate electric power on the nation’s 
rivers. And since 1953, he continued, ad- 
ministration “partnership” legislation has 
enabled private companies to utilize the 
market power generated on federal multi- 
purpose projects. Aandahl insisted Con- 
gress “has not abandoned the historic 
American concept of making the resources 
of the country available to the people 
through private enterprise processing.” 

Chudoff said public power development 
in the Pacific Northwest “has been de- 
liberately stopped.” And in the Southwest, 
he said, unused power is being withheld 
to “force” preferred public agencies “into 
deals with the power companies.” Chudoff 
also charged the Rural Electrification 
Administration is “bludgeoning” rural 
co-operatives into other “partnership” 
arrangements through control of REA 
loans. In reply, Representative Jonas de- 
clared the subcommittee study ended “on 
the same partisan note that characterized 
its beginning” last spring. 


> 


Power Bloc Fires on AEC 


_— Atomic Energy Commission seems 
to be the target of the latest propa- 
ganda offensive of the public power bloc. 
On two occasions last month the conduct 
and policies of the AEC in administering 
the development of atomic electric energy 
came under fire of the exponents of fed- 
eral government expansion in the power 
business. 

First was the revival by Representa- 
tive Davidson (Democrat, New York) 
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of the somewhat stale charge that 
AEC showed improper favoritism for 
commercial utility companies in the sale 
of the interruptible power from the ex- 
perimental reactor at West Milton, New 
York. The second instance was a com- 
plaint by the National Rural Electric Co- 
operative Association that AEC has failed 
to give proper attention to the applica- 
tion of eight REA co-ops for an atomic 
energy experimental project at Elk River, 
Minnesota, which might assist the co-ops 
to cope with high fuel costs in that area 
by supplementing conventional generation 
facilities with an atomic energy supplv. 


_ refusal of the public power pro- 
ponents to accept reasonable AEC ex- 
planations indicates that political publicity 
rather than real grievances might be the 
basis for these attacks. In the case of the 
West Milton reactor sales, Chairman 
Anderson (Democrat, New Mexico) of 
the Joint Committee on Atomic Energy 
was moved to point out that Representa- 
tive Davidson was mixed up on his facts. 
Senator Anderson said that Davidson had 
doubtless confused an offer to buy firm 
power with the price which an interrupti- 
ble supply could command. It has been 
explained that the West Milton plant’s 
experimental and interruptible supply 
could not be of any use to meet firm power 
supply needs of the few co-ops and munici- 
pal plants in New York state. It can only 
be satisfactorily used as a dispensable 
supplementary supply to a large system 
with its own firm power sources. 

The Elk River controversy apparently 
arises out of a change in AEC’s time 
schedule for receiving applications for 
such demonstration projects. The Minne- 
sota co-ops have simply been told to come 
back later to accommodate AEC’s new 
time schedule. NRECA’s objections to the 
new AEC program are based in part on 
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AEC’s unwillingness to finance or pay for 
the manufacture of “fuel elements” for 
the plants. 

¥ 


St. Lawrence Power Scrap 


_—— the problem of disposing of 
hydro power from the St. Lawrence 
development has now moved into the orbit 
of the New York state-Ontario power 
authorities, the controversy over public 
agencies as against business-managed com- 
pany distribution continues to flare. Early 
in October objections were voiced on be- 
half of the Rochester Gas & Electric 
Corporation by its vice president, R. EF. 
Ginna, at hearings on three proposed con- 
tracts for the sale of Barnhart Island 
power by the New York State Power 
Authority. 

These contracts provide for the sale of 
(1) 100,000 kilowatts to the state of Ver- 
mont; (2) 30,000 kilowatts to the city of 
Plattsburg, New York; and (3) 10,000 
kilowatts to the Plattsburg Air Force Base 
—all nontax-paying bodies. “All domestic 
and rural electric power customers in the 
St. Lawrence marketing area are entitled 
to whatever savings the new St. Lawrence 
power development may provide,” Ginna 
told Authority Commissioner Robert 
Moses, who presided at the hearing. 

Ginna argued that under the authority’s 
proposal about 4,500 customers in Platts- 
burg would receive fifteen times more St. 
Lawrence power than that to which “they 
are reasonably entitled to.” Lauman Mar- 
tin, vice president and general counsel of 
the Niagara Mohawk Power Corporation, 
said the authority’s proposal to build 
transmission lines exclusively for delivery 
of electric power from a power plant at 
Barnhart Island, New York, to Plattsburg 
and the public service commission of Ver- 
mont was not in conformity with New 
York state law. 


UM 


Wire and Wireless 


Communication 


City Tax on Out-of-town Calls 
Held Illegal 


HE New York Public Service Com- 

mission has ruled that it is illegal for 
the New York Telephone Company to 
collect the 3 per cent New York city sales 
tax on calls dialed within the city to south- 
ern Westchester and most of Nassau 
county. 

The company has collected almost 
$800,000 in such taxes since 1950, when 
the dial system was extended to West- 
chester and Nassau. To end the practice, 
the state commission ordered the company 
to “perfect and submit” for approval 
within two years a mechanical device to 
record the tax-free out-of-town calls. An 
estimate of the cost also was ordered. 

The company, in hearings on the mat- 
ter, has estimated equipment might cost 
up to $20,000,000 and indicated rates 
might have to be raised. Last month the 
commission said when it receives plans for 
the device it will be “better able to deter- 
mine whether the merits of such installa- 
tion outweigh the disadvantage and pass 
upon the question as to how related costs 
should be handled in respect to rates.” 

Under the present system the company 
has no means of distinguishing calls to 
Nassau and Westchester from local calls. 
They are automatically charged as addi- 
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tional message units and are included in 
monthly bills subject to the tax. 

The commission emphasized that the 
company is not benefiting from the tax, 
that it has been paid by subscribers despite 
notices that refunds would be made upon 
application, and that the subscribers could 
be exempted from the tax in the first place 
by submitting a statement that a certain 
percentage of total message units would 
involve Westchester and Nassau calls. 
Only about $30,000 has been paid back. 
However, the commission ordered the 
company to supplement the notices with 
additional steps, such as including in the 
telephone directory a statement on the re- 
fund provisions and a similar statement 
with monthly bills. 


mN to disposition of the $800,000 already 
collected and “illegal” taxes received 
until the situation is corrected, the com- 
mission said that was a matter for the 
courts to decide. The state agency noted 
that the company disclaims the money and 
that both New York city and New York 
state have claimed it, the latter under the 
abandoned property law. 

The commission’s opinion, written by 
Commissioner Spencer B. Eddy, under- 
lined the “problem that we are unable to 
determine which subscribers are entitled 
to the money. A pro rata fund would re- 
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sult in a windfall to some subscribers who 
are not entitled to it. : .. The statute does 
not permit us to order a refund in this case. 
. . . The most we can determine is that 
certain subscribers have paid more than 
(they) were legally required to do.” 

The ruling was on a test complaint filed 
with the commission by Jacob Goodman 
& Company, Inc., a New York city real 
estate concern. The company went to the 
state courts twice in seeking a ruling but 
both actions were dismissed by the appel- 
late division of the supreme court pending 
a determination by the commission on the 
company’s practices. The real estate con- 
cern, through its attorney, suggested that 
the company be forced to use a system for 
Westchester and Nassau calls similar to 
one in use for dial calls from the city to 
New Jersey. 

These are separated from local calls 
when a caller dials “one-one” followed 
by the Jersey number. 

The telephone company had no immedi- 
ate comment on the commission’s decision. 
The real estate concern’s attorney said the 
decision “will help to alert millions of 
telephone subscribers, who, for over five 
years, have been overcharged and are en- 
titled to refunds. We have been sustained 
in the main essence of our position. . . . 
The aid of the courts must now be 
invoked.” 


¥ 


FCC Approves SAGE 
ie Federal Communications Com- 
mission has authorized the American 
Telephone and Telegraph Company to 
start work on the Air Force’s Semi- 
Automatic Ground Environment project, 
a miultibillion-dollar aircraft warning 

system, popularly known as SAGE. 
The FCC acted despite questions raised 
recently by Comptroller General Joseph 
Campbell and members of Congress about 
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the AT&T contract, which will amount 
to $2.4 billion over a 10-year period. 

Last month the commission told the 
company its application lacked sufficient 
justification, but on October 19th it said 
it had approved construction of the facili- 
ties on the recommendation of Defense 
Secretary Charles E. Wilson. Mr. Camp- 
bell questioned the Air Force’s action in 
letting the contract without specific ap- 
proval by Congress. House Democratic 
Leader John W. McCormack of Massa- 
chusetts said he would demand a complete 
investigation of the matter. 


rN FCC spokesman said Mr. Wilson had 
advised the commission that he has 
asked Mr. Campbell to reconsider his 
opinion. 

Wilson said he will ask Congress to 
grant specific approval for the project if 
Mr. Campbell does not reverse himself. 
The FCC authorized AT&T to start con- 
struction of underground cables and 
microwave relays to supplement existing 
Air Force radar facilities between various 
points in New York, Connecticut, New 
Jersey, Pennsylvania, Delaware, Mary- 
land, and Virginia. 

But the agency suspended until Febru- 
ary, 1956, a proposal for special discount 
rates to SAGE and ordered hearings start- 
ing November 21st on the rate changes 
proposed by AT&T. SAGE rates also 
would be available to commercial custom- 
ers under the AT&T system. The Western 
Union Telegraph Company has protested 
the proposed new rate schedule. 

AT&T proposed to offer both govern- 
ment and commercial customers a pro- 
gressive discount if the customer uses 
more than three communication channels. 
Western Union said the plan was designed 
to eliminate it from the private wire field. 
It said such a system would promote “a 
complete monopoly” by AT&T. 























FCC Ruling on Radiotelephone 
Frequencies 


8 tine radiotelephone frequency channel 
will be halved if FCC’s conservation 
plans carry through. The commission 
plans to consider shifting double side-band 
operation, which requires a radio fre- 
quency channel more than twice as wide 
as the band actually needed, to a single 
side band for mobile radiotelephone fre- 
quencies below 25,000 kilocycles. 

Among those mobile telephone equip- 
ment users affected are: public safety, 
aeronautical, industrial, and remote pick- 
up. Since only one side band is needed in 
these services, elimination of the extra 
side band offers a means of reducing the 
radio frequency band width occupied by 
each user and making more space avail- 
able for new stations. Where existing 
channels are congested some relief will be 
obtained. 

The FCC adopted a notice of proposed 
rule making to start the move toward mo- 
bile radiotelephone conservation. Since 
some equipment obsolescence will be in- 
curred, FCC proposes to allow about a 
year for study and readying for the transi- 
tion. FCC urges, meanwhile, that users, 
manufacturers, and professional groups 
conduct tests, studies, and analyses to pro- 
vide a sound technical background for the 
future consideration of the matter. Com- 
ments are invited by the FCC before 
December 30th to the proposed rule. The 
rule would amend Parts 6 and 9 of the 
commission’s rules governing public radio- 
communication and aviation services. 

¥ 


Black Phone Market in Peru 


F gan market in the sale of telephones 
continues in Lima with no prospect 
of diminishing. Although officials of the 
Peruvian Telephone Company, Ltd., and 
inspectors from the government mail and 
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telecommunication service endeavor to 
halt the illegal traffic, the practice con- 
tinues. 

Current price for such a telephone runs 
from $500 to $1,000. Advertisements for 
them are to be found almost daily in local 
newspapers. According to the manager of 
the telephone company in Lima, the short- 
age of phones is due to “lack of economic 
measures for the company to enlarge pres- 
ent service.” 

Greater Lima, which includes its sub- 
urbs and near-by Port of Callao, now has 
around 47,000 telephones. Thousands 
more are needed. Many persons have had 
applications for telephone service at the 
company since the war. 

¥ 
Union Blocks City Police 
Phone Hookup 

ee 9, AFL Electrical Workers Union, 

apparently has won its fight to prevent 
Illinois Bell Telephone Company from in- 
stalling 46 new Chicago police teletype 
machines, which the company would own 
and maintain. 

Police Commissioner O’Connor, who 
earlier had favored the Illinois Bell con- 
tract, said later he had included in his pro- 
posed police budget for 1956 an appropria- 
tion of about $100,000 for city-owned 
teletypes. He said, “We think that if we 
are going to use these machines we should 
operate them and maintain them our- 
selves.” 

The present machines are antiquated, 
subject to frequent breakdowns, and cost- 
ly to maintain. Illinois Bell convinced city 
officials earlier this year it would be more 
economical for the company to install and 
maintain the machines than for the city 
to buy its own. 

The company had placed 12 of the ma- 
chines in police buildings but had not con- 
nected them when an order was issued 
early in August to halt the installations. 
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The Decline in New Financing 


-” the first three quarters of 1955, new- 
money financing (in millions) com- 
pared with the previous year as indicated 
in the table on page 805. (See table in 
previous ForTNIGHTLY, page 734.) 

With respect to the character of new 
financing, electric utility issues of bonds, 
preferred stock, and common stock were 
uniformly lower, while gas companies 
sharply increased their equity financing 
but reduced their bond issues. With the 
telephone companies, the figures were 
thrown somewhat awry by the huge issue 
of American Telephone convertible deben- 
tures; there was also a rather sharp in- 
crease in equity financing, though this re- 
mained small in relation to total financing. 

The decline in electric utility financing 
has caused some comment. The New 
York Times of October 13th, in an edi- 
torial cited total financing for these com- 
panies in the first nine months as $1,084,- 
905,000 compared with $1,939,074,000 in 
the same period last year, and commented 
as follows: 

This decline is generally attributed 
to a slowdown in utilities’ expansion 
programs and, consequently, in capital 
expenditures. Another factor: Generat- 
ing and other major equipment is being 
sold at lower prices as a result of 
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competition between manufacturers. 


The Times does not indicate any recog- 
nition of the fact that, due to rising in- 
terest rates and lower bond prices, refund- 
ing operations declined from $481,981,000 
to $129,348,000. Inclusion of these fig- 
ures in the totals used by the 7#mes made 
the rate of decline seem much larger. Re- 
funding operations, of course, have noth- 
ing to do with capital expenditures. 


fe ERE has been no substantial “‘slow- 
down” in the utility expansion pro- 
gram so far as we can determine. The 
Edison Electric Institute in its seventeenth 
semiannual electric power survey issued 
last April (see June 23rd FoRTNIGHTLY, 
pages 778-780) estimated the scheduled 
increase in generating capacity in 1955 at 
13,000,000 kilowatts compared with 12,- 
000,000 kilowatts last year. It is difficult 
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to check on the actual performance of this 
program through the nine months ended 
September 30th. However, the latest state- 
ment of gross electric utility plant as of 
June 30, 1955, as reported in the Federal 
Power Commission monthly bulletin of 
sales, revenues, and income, was $29,223,- 
000,000 compared with $27,868,000,000 
at the end of 1954—an increase of $1,- 
355,000,000. The increase in the first half 
of 1955 was only $1,032,000,000. While 
figures for the third quarter are not avail- 
able, and while plant figures are affected 
by retirements, it seems obvious that The 
New York Times’ conclusion that new 
construction has dropped sharply is un- 
warranted. 


——- proportion of new construc- 
tion may have been financed this year 
by temporary bank loans—no data are 
available, but the rise in money rates may 
well have led to some deferring of senior 
financing. It is a little more difficult to ac- 
count for the drop in equity financing, but 
a partial explanation may be the increase 
in tax savings due to accelerated amortiza- 
tion. In the twelve months ended June 30, 
1955, this approximated $72,000,000 com- 
pared with $39,000,000 in the previous 
twelve months. Depreciation charges also 
increased, being $660,000,000 in the latest 
period compared with $589,000,000 in the 
earlier twelve months. (These figures do 
not include the accelerated amortization. ) 
Thus, both items provided a substantial 
amount of additional cash generated in- 
ternally, which could be used in lieu of 
equity financing. 


Another possible reason for the decline 
in equity financing is that many for- 
mer subsidiaries of holding companies (as 
well as the surviving holding company 
systems) have now succeeded in raising 
their equity ratios to around 30-35 per 
cent, as compared with the minimum 25 
per cent standard set up by the SEC. Some 
of these companies have probably decided 
to maintain their ratios at current levels 
rather than increase them further, and 
hence have reduced the amount of com- 
mon stock offerings in relation to over- 
all financing (including bank loans). 


s 
Public Ownership Worrtes 
Gas Industry 


Wes public ownership of utilities is 
mentioned, the assumption is that 
electric and/or transit and water prop- 
erties are involved. The gas industry is 
not usually considered a field for public 
ownership. However, perhaps because of 
the allure of capitalizing tax-free earn- 
ings, together with the impatience of some 
small municipalities to obtain gas service 
from new pipelines, a trend toward public 
ownership of retail gas companies has 
been quietly under way. National pro- 
ponents of public power see this trend as 
an opportunity to widen their activities; 
natural gas is likened to hydro power as 
“belonging to the people.” During 
1948-53, it is estimated, municipally 
owned systems increased from 86 to 204 
or over two and a half times. In recent 
vears local voters have almost invariably 
voted in favor of initial revenue bonds to 





1955 
Electric Utilities ........... $952 
COLTS Te re 530 
Telephone Utilities ........ 934 
Other Companies .......... 51 
Si ee err $2,467 
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1954 Decrease Increase 
$1,455 35% 
568 7 
456 105% 
26 96 
$2,505 2% 
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finance public ownership, it is reported. 


The Federal Housing amendments of 
1955 now provide loans from a federal 
$100,000,000 revolving fund for possible 
establishment of municipal gas distribu- 


suniers in isolated areas get electricity, but 
now the co-ops claim the inherent right 
to generate and transmit electricity in 
competition with the private utilities. 
REA officials have predicted that by 1960 


tion systems, and offer a priority for 40- their loans to co-ops may reach $4 billion. 
year loans to communities of 10,000 
population or less. This appears to be the 
“opening wedge” for federal aid. Orig- 
inally, federal aid for rural electric sys- 
tems was intended merely to help con- 
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UTILITY ANALYSES PUBLISHED RECENTLY 


. is a generally accepted truism that a 
majority of the American public are 
nonsocialistic and believe in the free enter- 
prise system. The Eisenhower administra- 


No. 

Company Analyses Firm Pages Issued 
American & Foreign Power ............... (GOOHIGAY EE ASD, 252% ce eases Sone sarees 3 Aug. 
ALE Ta CA 0 0 ee ara COTES. Cb Ce ai ean rane Ser re 1 Sept. 
Genital Gy Sot, WES o.60. 25. soe vecccnceed [Sip ONY A M80; Sd cdine suwiensasacoe ais’ 2 Aug. 
Gonsolidated Edison .............s20ccs0e08 UATE 2. Cee ee ee 1 Sept. 
Columbia Gas _ Se eer sy Argus Research Corporation ............ 8 Sept. 
Con ay Ss 2 ER pare Argus ee ggg -epennennine Serra” 4 Oct. 
MMRAUE NUE os Solis sh426d den ascaneeaee fore ute |. © CURA 5 Sees aerr mee 2 Sept. 
General Telephone Corp. .........0s0. 200008 Argus Research Cecguceiinn rer re oA Aug. 
Cg ee Oc ir CORE, GC ORM Ry eater eee 4 Sept. 
JIS US OS rr eee IGBOGUOAY OE 9OO. Sisiciso os ncenesscceosacss 3 Aug. 
LES SoS CO ree Argus Research Corporation ............ 2 Sept. 
Dea Con ee ae tr Laird, Bissell & Meeds ................- 3 Aug. 
Joecoicr | Bi be BE at. Eee eC Os ae See ae re 5 Sept. 
Mudie Spit Wilities .... 0... 0065s sc0s NRA DOEW NOD, os ok www 0100 5 wore sis 3 > 5106's 2 Sept. 
ICRI AS, DCTS a eee aera en ee DUANE WME SOY in ons o35.00 Sno o's os 10's 24 Sept. 
Montana Dakota Utils, .................00 Edward A. Purcell & Co. .............. 4 July 
pew wore winte BG, «oo. cn. ns csc esses Argus Research Corporation ............ 2 Oct. 
Niagara Mohawk Power ..................- SSCA EE ADS So os os oo. wios sais 1s seo, 2 Sept. 
or SO eS rrr ete 2 CSS Sea ee eee 4 Oct. 
Northern Natural Gas ....................0/ Argus Research Corporation ............ 2 Sept. 
CONT 1:1 Se a Rae eee CCRC LCg 4, © a ne aA ae eae eae 5 Aug. 
Bec Dy 2) ee ere PIGSPIMIIAN NE AO. ooo is os 010.010 550 05 862s 2 Aug. 
Public Service E. iy CES ey rere ee) Argus Research Corporation ............ 2 Aug. 
Oo Cle ere Argus Research Corporation ............ 2 Oct. 
San Diego G. & | DRIER GRECO E 2 Ca es ree ee 1 Aug. 
See Gre Pe 2 Ci Thomson & McKinnon ...............+- 1 Oct. 
a rr Argus Research Corporation ............ 4 Aug. 
One OOO Cr WVEINEG. WEIL OR NSD. oc cena waees secs 4 Aug. 
mom Wester Pub; Ser, oo... ssc ce es cc eed Argus Research Corporation ............ 2 Aug. 
TD DLO a ener IGN BE NODS, coco wh aec.cow See Shi. 2 Aug. 
SSD Ur Ss ern: Cee EE) 2, Cen nee ee area 6 Aug. 

Regular Bulletins and Tabulations 
Public Utility Common Stocks ............. S.A. Banton an TRC, secs ck ca cess. 2 Oct. 
Public Utilities Bulletin ..........0... 000.0000. Bastian, Dillon Ge G0... ees scecceccas 10 Sept. 
Monthly Review of Utility Developments ...Josephthal & Co. .......... cs. see eens 4 Oct. 
Electric Utility Companies—Comparative 

Data, in Regional Groupings ............. Carl M. Loeb, Rhoades & Co. .......... 16 Sept. 

General Topics 
Ten Attractive Weilities ..............sc0008 eeu 0 a. Ce ey eee ae ee 2 Sept. 
Latcest tility Systems §....62s600ascccecs RPMS EE NOD: “sa chussheesGs Ssbicanceys 1 Oct. 
Interest Rates and Utility Stock Yields ...... CSCC 2 eC ai a ae tr eer 3 Aug. 
PP SACHVE TITY STOCKS. 5o.55sccscicsseees fee CL 2. © SRS ae er ar 2 Sept. 
Electric Utility Stocks and Atomic Power ...Goodbody & Co. .........e.ceceeeeeeeee 9 Oct. 
Natural Gas—Dynamic Growth to Continue ..E. F. Hutton & SOMEDAY, 6 isis cososiceeese es 4 Oct. 
Public Utility Situation in New York State ..R. W. Pressprich & Co. ................ 2 Oct. 
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tion has done much to support this phi- 
losophy. 
¥ 


Varying Fuel Costs for Electric 
Utilities in Different Areas 

\ \ 71TH the present keen interest in the 

possibility of future savings in op- 

erating costs through the use of atomic 


power reactors, a study of the variations 
in the cost of fuel for generating a kilo- 
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watt-hour for electric utilities in different 
sections of the country may be of interest, 
also the variations in cost between coal, 
oil, and gas. However, the latter varia- 
tions may be of little significance (except 
perhaps during droughts) in states like 
Idaho, Montana, Nevada, Washington, 
and Oregon, where nearly all generation 
is hydro. The Edison Electric Institute 
has recently issued a comprehensive table 
giving data for the years 1950-54 by 
states, areas, and for the U. S. (The 1954 


SEPTEMBER UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Price Under- Offer- Indicated 
To writing ing Moody Success of 
Date Amount Description Public Spread Vield Rating Offering 
Bonds 
9/14 $50.0 Tenn. Gas Trans. Ist s.f. 3s 1976... 101.06 1.04N 3.80% A b 
9/14 15.0 Utah Power & Lt. Ist 38s 1985 ..... 102.31 .68C 3.50 A b 
9/21 17.0 Ohio Power Ist 38s 1985 ............ 101.04 61C 3:32 Aa b 
9/22 40.0 Columbia Gas System Deb. s.f. 
(SLU CRI ee a a 100 .74C 3.63 A b 
Preferred Stocks 
9/21 6.0 Ohio Power 4.20% ......i0.66 08506. 101.20 .90C 4.15 b 
9/22 25.0 Public Service E. & G. 4.30% ....... 101.75 1.75N 4.23 a 
Earnings- 
Price 
Common Stocks—Subscription Offerings Ratio 
9/22 DAD Paitin PICUEIC 66 ihicsc ad caieohe sos cis.s 25:5 - 3.92 5.9 
Common Stocks—Offered to Public 
9/14 Oy Wish Power 6 DIGne . 6.65 0..665e ba 49 88C 4.49 6.5 d 
O/i4 166 Tennessee Gas Trans, .....0. 6666.52 41.38 1.90N 3.38 4.9 a 





*_Not underwritten. a—It is reported the issue is 


well received. d—It is reported the issue sold slowly. C—Competitive. 


well received. b—It is reported the issue is fairly 
N—Negotiated. 


SUMMARY OF SEPTEMBER FINANCING 


Electric Companies 


Bonds Sold to Public ....:...% 
SOIG PFIVAIGNY: i.650sss 
Preferred Sold to Public ........ 
Sold Privately ........ 
Common SOI 10 PUBNC 6. 0<css 


Offered to Stockholders 


Gas Companies 
Bonds 
Common 


Sold to Public 
Sold to Public 
Offered to Stockholders 


er 


Total Electric and Gas ...:......000«. 


Source: Irving Trust Company. 
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er 


| 


$ 32,317,000 
25,000,000 
31,018,000 

000 


8,541,000 
5,260,000 
$107,136,000 
$ 89,714,000 
15,790,000 
14,000 
$105,918,000 


$213,054,000 


ee 
re ey 
ee 
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WEEKLY ELECTRIC OUTPUT 


OF THE TOTAL ELECTRIC UTILITY INDUSTRY * 
THRU OCT. 45,1955 
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FINANCIAL NEWS AND COMMENT 


figures will appear in next year’s annual 
statistical bulletin. ) 

This tabulation shows the average cost 
of coal per ton, of oil per barrel, and of 
gas per Mcf. The number of Btu’s or 
heating units available in one pound of 
coal, one gallon of oil, and one cubic foot 
of gas are stated. These two sets of data 
are then converted into average costs to 
yield 1,000,000 Btu from the burning of 
coal, oil, or gas as fuel. Applying the rela- 
tive amounts of the different fuels used in 
each state (which data are not included in 
the tabulation but are obtainable, on a 
monthly basis, in the FPC bulletins on 
consumption of fuel), the following over- 
all fuel averages are obtained: (1) aver- 
age Btu per net kilowatt-hour, (2) aver- 
age cost per million Btu consumed, and 
(3) average cost of fuel per net kilowatt- 
hour. 


it is the latter figure which is of partic- 
ular interest, with respect to changes 
over a period of years and cost compari- 
sons between different areas. It reflects 
(a) changing unit costs for any given 
fuel, (b) improvements in generating 
efficiency, and (c) changes in the relative 
amounts of different fuels used, which in 
some cases may require installation of new 
boiler equipment. During the period 1950- 
54 the average cost of fuel per net kilo- 
watt-hour declined from 3.5 mills to 3 
mills or a decrease of over 14 per cent. 


2 


This goes far towards explaining the im- 
provement in earnings and dividends for 
many utilities, during a period when 
wages and interest costs were rising. 

The picture in individual states may dif- 
fer considerably; in Vermont, for in- 
stance, the cost dropped during this pe- 
riod from 13.2 mills to 6.7 mills, or a re- 
duction of about one-half—probably re- 
flecting the installation of some modern 
steam units in place of old and obsolete 
stand-by plants in this predominantly hy- 
dro area. The major lesson to be gained 
from the table is the great importance of 
transportation costs with respect to any 
given fuel, by rail, ship, or pipeline. 

Despite irregularities as between in- 
dividual states, as well as the influence of 
hydro on over-all operating costs, it may 
be of interest to compare kilowatt-hour 
fuel costs for the various areas and to 
show the percentage changes during 
1950-54. (See table below.) 


C is immediately obvious why there have 
been no proposals by utilities in the East 
South Central and West South Central 
areas to build atomic reactors. The latter 
area not only enjoys the benefits of cheap 
oil and gas, but also has cheap coal avail- 
able in some areas. But eventually, if the 
field cost of gas continues to rise or if 
supplies are gradually depleted, this area 
may also become receptive to the use of 
atomic power. 


AVERAGE COST IN MILLS OF FUEL T@ PRODUCE 
ONE NET KILOWATT-HOUR 


1950 
New England .......... 5.0 
Middle Atlantic ........ 4.1 
East North Central ..... 3.6 
West North Central .... 4.0 
South Atlantic ......... 3.5 
East South Central ..... 2.6 
West South Central .... 1.1 
EDI RAGS ide ceeg odes 2.9 
ACO aersi cilia ie Siss6i 5.058% 2.8 
- U.S: Avetage ...... 3.5 


1954 % Reduction 9% Increase 
4.6 8% — 
3.6 12 = 
3.0 17 == 
3.5 12 —_ 
at 11 = 
2.0 23 — 
1.3 _ 18% 
2.8 4 — 
J — 11 
3.0 14 — 
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Accounting Policy re New 
Depreciation Methods under 
1954 Tax Code 


+» iw Michigan Public Service Com- 
mission recently handed down an 
opinion and order in connection with the 
petition of Indiana & Michigan Electric 
Company to follow certain accounting 
procedures in recording accelerated de- 
preciation expenses, under the new pro- 
visions set forth in § 167 of the Internal 
Revenue Code of 1954. The company 
wished to charge to “Provisions for De- 
ferred Federal Income Taxes,” and to 
credit to “Appropriated Surplus Arising 
from Deferment of Federal Income 
Taxes” an annual amount representing 
the difference in income tax which would 
have been paid had existing depreciation 
rates been reported. 

The commission’s staff was not favor- 
ably disposed toward these accounting 
methods, but instead preferred to credit 
the tax deferrals to a special Restricted 
Reserve Account. The commission had 
ordered such treatment during 1954-55 in 


= 


the cases of Detroit Edison, Consumers 
Power, and smaller utilities in the state. 
However, since only 3 per cent of Indiana 
& Michigan’s new electric plant was lo- 
cated in Michigan, and since the Indiana 
Public Service Commission had approved 
the accounting method sought by the com- 
pany, the commission decided to overrule 
the staff and approve the company’s ap- 
plication. 

It was also mentioned that the com- 
pany is part of the American Gas & 
Electric system and that other subsidiaries 
had secured the treatment sought in Ken- 
tucky, West Virginia, and Virginia. 

The commission commented as follows: 


The commission is convinced, as it 
has indicated in its other § 167 orders 
hereinabove cited, that better account- 
ing opinion is opposed to the position 
adopted by applicant here. However, 
the commission recognizes that there is 
some diversity of opinion on the exact 
nature of the apparent income tax “sav- 
ings” which result in the early years of 
plant life under any of the accelerated 
depreciation methods. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


1954 10/19/55 Divi- 
Rev. Price dend 
(Mill.) About Rate 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 22 $ .60 
13 O Commonwealth Nat.Gas. 32 1.20 
14 O East. Tenn. Nat. Gas.... 11 .60 
44 S Mississippi Riv. Fuel .... 28 1.40 
48 S Southern Nat. Gas ...... 34 1.80 
143 O Tenn. Gas Trans. ...... 30 1.40 
150 O Texas East. Trans. ..... 28 1.40 
68 O Texas Gas Trans. ...... 23 1.00 
63 O Transcont. Gas P. L. .. 35 1.40 
Averages ........ 
Integrated Companies 
122 S American Nat. Gas ..... 56 §=©$2.20 
30 O Colo. Interstate Gas .... 55 1.25 
260 S Columbia Gas System... 16 .90 
9 O Commonwealth Gas ..... 7 (a) 
10 A Gonsol. Gas Usual. ...... 124 75 
zis & onsol. Nat Gas ....... 33 1.50 
144 S El Paso Nat. Gas ....... 42 2.00 
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Share Earnings* Approx. 
Cur- Price- Div. Com. 
Approx. vent % In 12 Mos. Earns. Pay- Stock 
Yield Period crease Ended Ratio out Equity 
2.7% $1.65 20% June 13.3 36% 42% 
3.8 2.40 25 Dec. 13.3 50 30 
55 58 41 June 19.0 103 14 
5.0 1.83 9 June 15.3 77 54 
5.3 1.98 1 June 17.2 91 26 
4.7 1.51 14 June 19.9 93 20 
5.0 1.74 NC Mar. 16.1 80 25 
4.3 1.63 7 June 14.1 61 27 
4.0 ai 8 June 16.6 66 21 
4.5% 15.7 73% 
3.9% $3.41 1% June 164 65% 39% 
23 3.49 76 June 15.8 36 29 
5.6 1.11 39 June 14.4 81 42 
4.0a 55 13 Dec. 127 — 69 
6.0 93 DS July 13.4 81 59 
4.5 2.72 13 June Za SD 66 
4.8 2.28 D10 June 18.4 88 22 
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S Equitable Gas .......... 
Kansas-Nebr. Nat. Gas .. 
one Stat Gas: o.s.c5e ss 
Montana-Dakota Utils. .. 
Mountain Fuel Supply .. 
National Fuel Gas ...... 
Northern Nat. Gas ...... 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United"Gas Corp. ....%.. 


NONONNNNONNO 


Averages ........ 
Retail Distributors 

Pulahaniat Gas. ccc ss o6 ois 
Ark.-Louisiana Gas ..... 
Atlanta Gas Light 
Berkshire Gas .....0.062 
Bridgeport Gas Light ... 
Brockton-Taunton Gas .. 
3rooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Chattanooga Gas 
Gas Service 
HLATELOnG GAS! .ccsisc.ss o0 
Haverhill Gas 
Houston Nat. Gas ...... 
Indiana Gas & Water .... 
Kings Co. Lighting .... 
IbACIEGE GAS! oo 8 csic0s 6s 
Michigan Gas Utils. .... 
Midsouth Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service 
New Haven Gas ........ 
New Jersey Nat. Gas ... 
North. Illinois Gas ..... 
Pacific Lighting ........ 
Pioneer Natural Gas .... 
Portland Gas & Coke .... 
Portland Gas Light ..... 
Providence Gas ........ 
Rio Grande Valley Gas .. 
Seattle Gas 
South Jersey Gas 
United Gas Improvement 
Washington Gas Light .. 
Western Kentucky Gas .. 


DNNOOYS FOOONOQOODOOCOCOOM FS OOODODOODOONDOOCOO> > 


Averages 


28 
38 








1.40 5.0 1.93 
1.20 32 1.30 
1.40 5.0 1.98 
1.00 3.8 1.29 
1.20 4.4 1.61 
1.00 5.0 1.58 
2.00 4.8 323 
1.20 5.5 1.80 
3.004% 4.2 4.63 
1.00 3:6 1.79 
7.00 4.8 10.48 
1.00 4.5 1.33 
1.50 5.0 1.94 
4.5% 
$1.28 3.8% $1.93 
50 2.9 61 
1.20 4.3 2.20 
.80 6.2 .97 
1.40 5.4 2.05 
64 53 65 
1.80 SiS 2.60 
.80 5.0 1.40 
.80(b) 5.0 .99 
30 4.6 28 
1.36 5:2 1.83 
2.00 ES 2.97 
2.60 §3 Eye | 
1.00 4.2 255 
92 4.8 1.34 
.90 6.0 1.16 
BY 4 48 .96 
90 4.0 1.24 
— aon <a 
125 4.8 1.63 
1.00(d) 5.3 157 
.90 4.1 1.79 
1.60 5.3 2.58 
100E 4.3 1.76 
.80 4.0 1.14 
2.00 ] 2.61 
1.32 4.7 1.88 
.90 3.3 2.14 
BAS, 5.8 1.08 
A8 48 Rs 
2 4.0 26 
40 27 65 
1.20 52 1.57 
2.00 5.4 2.06 
2.00 5.0 2.78 
.60 4.6 1.06 
4.7% 


5 
D24 


— 
u 


| SRuSRZe 


zZ 
ANAn 


June 
Dec. 
June 
Aug. 
June 
June 
June 
Aug. 
June 
Dec. 
June 
Dec. 
June 


July 
June 
June 
June 
June 
Dec. 
June 
June 
June 
May 
June 
Feb. 
Aug. 
July ’54 
Aug. 
June 
June 
Dec. 
Dec 
June 
June 
June 
Dec. 
June 
Aug. 
June 
June 
June 
Dec. 
Dec. 
June 
June 
Aug. 
July 
June 
Dec 


14.5 
14.1 
20.2 
16.8 
12.7 
13.0 
| Lea 
15.6 
15.6 
13.9 
16.5 
15.5 


14.9 


17.6 


127 
13.4 
12.7 
18.5 
12.7 
11.4 
16.2 
Z32 
14.2 
12.8 
15.8 
112 
14.2 
12.9 
16.7 
16.1 
22.0 
16.0 
12.1 
12.3 
11.6 
13.1 
fos, 
14.9 
14.9 
12.6 
12.0 
19.2 
11.5 
23.1 
14.6 
18.0 
14.4 
12.3 


15.0 








RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER UTILITIES 


1954 
Rev. 
(Miill.) 


$4,784 
220 
37 


163 
259 


me 


XUM 


10/19/55 
Price 
About 


Communications Companies 
Bell System 

Amer. T. & T. (Cons.) .. 
Bell Tel. of Canada 
Cin. & Sub. Bell Tel. .... 
Mountain Sts, T. & T. .. 
New England T. & T. ... 


> rOorn 


177 
50 
89 


129 
134 


Divi. ur- 
dend Approx. rent 
Rate Yield Period 
$9.00 5.1% $12.68** 
2.00 4.0 2.43 
450 5.1 5.16 
6.60 5.1 8.20 
8.00 6.0 7.78 
811 





Share Earnings* 





% In- 12 Mos. 
crease Ended 
7% Aug. 
5 Dec. 
26 Dec. 
17 May 
D6 ~—s— June 


Price- 
Earns. 
Ratio 


Pay- 
out 


71% 
82 
87 


80 
103 


Equity 


65% 
63 
100 


74 
64 
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632 S Pacihe Tel & Tel, ...... 132 7.00 5.3 10.04** 21 Aug. 1341 70.CUCSS 
81 O So. New England Tel.... 39 2.00 <I 2.18 8 Dec. 17.9 92 60 
Averages ........ 5.1% 16.5 84% 
Independents 
2 O Calif. Interstate Tel..... 13 $ .70 5.4% $ .77(£) NC Dec. 16.9 91% 34% 
11 O Calif. Water & Tel. .... 19 1.00 5.3 1.34 14 July 42 9 3 
12 O Central Telephone ...... 19 90 47 1.83 31 June 104 49 23 
2 O Chenango & Unadilla Tel. 22 im 55 131 D34 June 168 92 48 
35 O Continental Tel. ........ 29 1.00 3.4 1.70 38 June 17.1 nee 
3 O Florida Telephone ...... 17 80 4.7 1.07 40 Dec. 15.9 75 41 
143 S General Telephone ..... 37 1.28 Se 2.28%* 27 Aug. 16.2 56 = 334 
5 O Inter-Mountain Tel. .... 14 80 8 5.7 92 26 Dec. 15.2 86 54 
iy S Penwnevlar Tel. ......... 38 1.80 4.7 2.21 16 June 17.2 81 46 
16 © Rochester Tel. ......... 18 1.00 5.6 153 NC July 11.8 8 65 31 
3 O Southeastern Tel. ....... 17 90 «5.3 1.48 38 June ALS 61 52 
7 O Southwestern Sts. Tel. .. 20 1.12 5.6 Bes 18 June 15.3 86 34 
24 O United Utilities ......... 21 1a 8657 1.60** — June 13.1 >. So 
1 O Western Carolina Tel. .. 16 70 44 1.18 17 Dec. 13.6 59 52 
10 O West Coast Telephone... 19 1.00 53 127 D10 June 15.0 79 42 
222 S_ Western Union Tel. .... 21 100 48 1.89** 12 Dec. 11.1 53 81 
Averages ........ 4.9% 145 71% 
Transit Companies 
oy 6A Acapal Transit .......... 10 $.80 80% $.73 D23 Mar. 13.3. 107% (e) 
13 O Cincinnati Transit ...... 5 30 ©6660 13 D86 Dec. — 231 41% 
> > WMallas Transit .......... 7 Bh 5.0 1.10 21 Dec. 64 32 71 
227 S Greyhound Corp. ........ 15 100 6.7 1.40 19 Mar. 10.7 71 Ad 
25 O Los Angeles Transit .... 16 1.00 63 99 D2l Dec. 16.2 99 87 
29 S Nati City Lines ........ 22 inp) 673 2.76 17. —- Dec. 80 58 75 
26 S N.Y.C. Omnibus Corp. . 25 2.00 8.0 2.17E NA June 92 74 85 
13 O Niagara Frontier Transit 8 > 1.9 09 D95 Dec. — 167 82 
7s > Piva Transit «........... 15 30 8©=6©2.0 Deficit — Dec. —- — 24 
7 O Rochester Transit ...... 44 40 8.9 44 D23 Dec. 10.2 91 38 
Po 49 “BE aes POG, osc co sss 14 140 100 79 D35 Dec. 7.7 «677 90 
7 S Twm Gity K. T.......... 16 1.60 10.0 Deficit - Dec. — _ 43 
23 © United Transit ......... 5 _ ~~ D28 Dec. 9.4 os 44 
Averages ........ 6.6% Hi2 113% 
Water Companies 
Holding Companies 
34 S American Water Wks.... 9 $.50 56% $ .91 3 June 9.9 55% 16% 
4 O N.Y. Water Service .... 61 .80 i3 1.96 40 June — 41 32 
Operating Companies 
4 O Bridgeport Hydraulic .. 31 1.60 52 1.49 DS Dec. 20.8 107 53 
11 O Calif. Water Service .... 41 2.20 5.4 2.46 D3 Aug. 16.7 89 29 
2 O Elizabethtown Water .... 135 5.00 3.7 6.34 DS Dec. 21.3 79 — 
8 S Hackensack Water ..... 4 200 45 3.26 D8 Dec. 13.5 61 40 
5 O Jamaica Water Supply... 38 1.80 4.7 2.94 9 June 12.9 61 22 
4 O New Haven Water ..... 60 3.00 5.0 4.42 76 Dec. 13.6 68 58 
1 O Ohio Water Service .... 26 150 58 1.78 D& June 146 84 44 
6 O Phila. & Sub. Water .... 35 1.00(e) 2.9 2.45 — Dec. 14.3 41 22 
2 O Plainfield Union Wt. ... 59 3.00 5.1 4.00 8 Dec. 14.8 75 
3 O San Jose Water ........ 46 2.00 43 3.33 50 Aug. 13.8 60 _ 
9 O Scranton-Springbrook ... 18 .90 5.0 1.35 2 June 13.3 67 35 
4 O Southern Calif. Water .. 14 65 4.6 1.02 4 June 13.7 64 -- 
3 O West Va. Water Serv... 32 140 44 1.31** D12 = June — 107 17 
Averages ........ 4.7% 15.3 74% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as 
otherwise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 
1954, and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. 
(c)—Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. (e)—Company to be liquidated. 
(£)—Nine months to December 3lst. NC—Not comparable. E—Estimated. NA—Not available. 
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What Others Think 


Safety Inspection of the Private Atomic Industry 


c~ of the important speeches made 
during the series of meetings spon- 
sored by the Atomic Industrial Forum in 
Washington, D. C., at the end of Septem- 
ber was that of Curtis A. Nelson, director 
of the AEC Division of Inspection. “In- 
spection,” not necessarily a pleasant word, 
as he remarked, in this case has to do with 
safety inspections (that AEC will under- 
take to perform) of those private enter- 
prises engaged in use of atomic materials. 
How will these inspections be carried out ? 
Mr. Nelson believes that one of the 
main objectives of the inspection program 
is to assure that the privately owned phase 
of the atomic industry is as safe as the 
government-owned phase has been in re- 
cent years. The safety record within the 
AEC, since the beginning of the industry, 
has been better than that of any similar 
type of industry, either privately or pub- 
licly owned, by a factor of at least four, 
according to the calculations of the com- 
mission. That record includes safety from 
nuclear radiation hazards, the inspection 
division director points out. He states: 


If the atomic energy industry is to 
continue to enjoy a low frequency rec- 
ord of accidents, so important to prog- 
ress and economy, privately owned fa- 
cilities must be designed and operated 
for safety as well as for economy. The 
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Atomic Energy Commission will license 
only those who propose safe designs and 
operational procedures, and who are 
competent and willing to follow safe 
practices in operations. Inspections will 
be made to assure that licensees meet 
these requirements. The inspection di- 
vision was set up by an act of Congress 
to perform such inspections. 

It is our intention to choose inspec- 
tors from among those people who have 
contributed to safe design and opera- 
tions in the past. Because this industry 
is still young, there is a limited number 
of technical people who are experienced 
and completely competent in such fields 
as reactor design and operation. We 
now have a very small group of quali- 
fied people devoting their full time to in- 
spection. The services of other experts 
will be available through consultant con- 
tracts and by loan from AEC field in- 
stallations. Consistent with good safety 
practices, inspections will be scheduled 
and conducted so as to interfere as little 
as possible with the licensees’ business. 


w= mission does the inspection di- 
vision of AEC have with regard to 
private industry licensees, under the 
Atomic Energy Act of 1954? As Mr. Nel- 
son outlines it, a licensee will be inspected 
for compliance with the provisions of his 
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permit or license. The permit or license 
will, of course, require the licensee to com- 
ply with the applicable provisions of the 
1954 act and the rules and regulations of 
the commission. The permit or license it- 
self will contain provisions aimed at reg- 
ulation and inspection of the licensee to 
the extent necessary for (1) promoting 
maximum safety to the employee and the 
public, (2) for the safeguarding of AEC- 
owned special nuclear and source mate- 
rials, and (3) for assuring the security of 
restricted information. 

Since licenses are required in several 
areas of atomic energy work, Mr. Nelson 
notes, inspection will equally cover more 
than one aspect of atomic production. Li- 
censes are issued as follows: (1) a con- 
struction permit and license to operate— 
to permit private parties to build and op- 
erate atomic energy facilities such as re- 
actors, certain chemical process plants, and 
fuel fabricating facilities; (2) a license to 
possess, acquire, or transfer by-product 
material, source material, and _ special 
nuclear material; and (3) a license for the 
operator who manipulates the controls of 
an atomic energy facility. 


a” explanation of the inspection plan in 

regard to licensees who propose to build 
and operate reactors or other facilities for 
the fabrication or processing of special 
nuclear materials, Mr. Nelson stated as 
follows : 


... Our direct responsibilities begin 
upon the issuance of a construction per- 
mit to the prospective licensee. We will 
make periodic inspections of the con- 
struction work to assure compliance 
with any plans, specifications, and other 
terms which are incorporated by refer- 
ence in the construction permit. Our 
inspections here, as in all cases of later 
inspections, will be aimed primarily at 
assuring the safety of the public and of 
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employees. We would therefore direct 
particular attention to those parts of the 
construction job which are critical to 
the safe operation of a reactor or fa- 
cility. Examples, in the case of a re- 
actor, of such critical parts would in- 
clude the fabrication and installation of 
the control and safety systems, instru- 
mentation, fabrication of fuel elements, 
shielding construction, and containment 
measures. 


8 gies the reactor is built in accordance 
with whatever plans and specifica- 
tions the construction permit has required, 
Mr. Nelson’s division will step in to in- 
spect the operation phase, at the same time 
as the construction permit is converted to 
a license to operate. Particularly, the di- 
vision would expect to witness the testing 
out of the equipment through dummy run- 
ning, the loading with live fuel elements, 
and the initial run to criticality. 

A typical inspection of a reactor in op- 
eration, according to Mr. Nelson, would 
blanket such topics as: (1) dynamics of 
the reactor, fundamental characteristics of 
the particular design; (2) the control sys- 
tem, its versatility and margin of control; 
(3) the safety system with regard to au- 
tomatic action, interlocks, etc. ; (4) instru- 
mentation ; its responsiveness and depend- 
ability; (5) personnel; their training and 
competence; (6) operating procedure and 
emergency procedure; 7.¢e., procedure un- 
der abnormal circumstances; (7) safety 
factors, either inherent or built into the 
machine; and (8) provisions for protec- 
tion of personnel and equipment against 
radiation effects. The degree of scrutiny 
and the detail covered in such inspections 
would depend on whether a small research 
reactor is under inspection or a large and 
potentially more dangerous power reactor. 

Furthermore, Mr. Nelson continues, 
the division inspectors intend to visit an 
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installation when a significant increase of 
power level is planned during the early 
months of operation and perhaps annual- 
ly thereafter. They will be prepared to 
investigate any reported incident which 
seems to have a significant bearing on the 
safety of operation. They also will inspect 
licensees possessing significant amounts 
of source or fissionable material for safe 
handling and use of the material and for 
proper storage. In addition, licensees for 
by-product material will continue to be 
checked for competence in safe handling 
and safe disposal of waste, as has been 
done in the past, Mr. Nelson remarks, un- 
der the provisions of the previous Atomic 
Energy Act. 


I’ commentary on the duties of his divi- 
sion, the inspection director states as 
follows: 


It would appear from the rapidly ex- 
panding interest in this industry, as evi- 
denced by the ever-increasing number 
of license applications or letters of in- 
tent, that our work load will be substan- 
tial. Indeed, it might be suggested that 
a mere handful of specialists would find 
it difficult to cope with such a load. We 
believe, however, that it can be handled 
by such a group, and for the two rea- 
sons which I have already implied. 
First, we do not intend to duplicate 
more or less conventional inspections, 
such as those for compliance with ordi- 
nary and usual specifications; that is, 
electric wiring codes, structural codes, 
etc. ; except to assure ourselves that such 
inspections have been adequately per- 
formed. Second, we will concentrate in 
those areas of construction and opera- 
tion that relate to nuclear safety, and 
these areas will be determined by thor- 
ough study of a project by way of fre- 
quent informal contacts during its form- 
ative stages. We intend, therefore, 
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that when the time arrives for an ofh- 
cial inspection, our division will be fa- 
miliar in considerable detail with design 
and operational plans. We believe that 
this approach will minimize unnecessary 
interference with operation and that it 
will promote efficient use of our own 
man power. 


Detailed inspections, Mr. Nelson ex- 
plains, will be done by a team, including, 
at times, a competent reactor engineer or 
nuclear physicist, an engineer schooled and 
experienced in instrumentation and re- 
actor control mechanisms, and, perhaps, a 
health radiation expert or a security spe- 
cialist or a suitable combination of these 
skills. 

The AEC official estimates that, de- 
pending on the specific job at hand, the 
team could vary from two to four people, 
of which the team chief, and perhaps one 
or two others, would be members of the 
inspection division. The remaining mem- 
bers could be borrowed from other AEC 
divisions or field installations, or brought 
in as consultants. 


M®* NELSON suggests that in addition 
to the inspection performed by the 
AEC, there will be considerable interest on 
the part of a number of state governments 
in inspections to assure compliance with 
industrial construction and _ operation 
codes. He pledges that every effort will 
be made to establish close co-ordination 
and co-operation with various state gov- 
ernment inspection programs. “I would 
strongly urge that every effort be made on 
the part of state governments to make as 
uniform as possible those codes applicable 
to the atomic energy industry,” he ad- 
vises. 
Mr. Nelson adds: 
I would like to repeat that the pri- 
mary interest of the inspection division 
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is to promote safe design and operation 
in the industry. Our interest can be fur- 
ther narrowed down, in the case of pri- 
vate industry’s role, to safety from 
nuclear and radiation hazards. We can- 
not afford to have many nuclear acci- 
dents if we are to realize the full and 
immediate promise of the peaceful uses 
of atomic energy. The great benefits to 
mankind in the fields of power produc- 
tion, medicine, agriculture, and indus- 
trial manufacturing processes are only 
now beginning to unfold. These bene- 
fits must not be set back by failure to 


avoid unnecessary critical mistakes and 
accidents. 


Those in the inspection division do not 
consider themselves policemen, Mr. Nel- 
son declares. They know that the 
goals of safe, efficient, and economic op- 
eration are mutual ones, not attainable ex- 
cept through co-operation and mutual 
confidence. Mr. Nelson concludes that, 
though inspectors will be firm in their 
convictions, they hope to be considered as 
providers of a needed service, one wel- 
comed by private industry. 





Stemming the Tide 


HILE federal paper-work problems 

imposed upon business are extremely 
costly, the Paperwork Management Task 
Force of the second Hoover Commission 
has proved once again that they can be 
reduced. Business costs have already been 
cut more than $100,000,000 as a result of 
an efficient attack on useless paper work 
required of companies by the federal 
government. But Emmett J. Leahy, a 
member of that Task Force, and now asso- 
ciated with Leahy & Company of New 
York city, believes that the recent efforts 
were only a beginning. He reported to the 
American Gas Association fall convention, 
meeting in Los Angeles last month, that 
equal or greater savings would accrue if 
the same yardstick and method of attack 
were applied at state and municipal levels. 
He said: 


The magnitude of the problem be- 
comes more significant when we con- 
sider that a new file drawer is being 
added annually for each of the nation’s 
62,000,000 workers. And already there 
are between seven and eight file drawers 
for each of these workers. To keep this 
stream of paper flowing into file draw- 
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of Paper Work 


ers at the rate of 175,000,000 pieces 
annually are office workers whose 
salaries amount to about $35 billion each 
year, or one-ninth of the nation’s pay- 
roll. A remarkable percentage of these 
records are valueless pieces of paper, 
duplications, unwanted questionnaires, 
or reports reporting there is nothing to 
report. 


It was in this area that the Task Force 
on Paperwork Management for the second 
Hoover Commission set to work. Of the 
three paper-work projects that Mr. Leahy 
worked with under the first and second 
commissions, the first showed actual sav- 
ings by 1952-53 of $34,170,000, the sec- 
ond in 1955 forecasts savings of $225,- 
000,000, the third, a 4-month project also 
in 1955, brought the announcement that 
savings were being realized, but could be 
even greater. The Task Force disclosed, 
at the conclusion of this project, that in- 
dustry was saved, in actual fact, $10,183,- 
000, while government actually was bene- 
fited to the tune of $5,091,800. It saw pos- 
sible additional savings of about $100,- 
000,000 on 25 additional projects and even 
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“LOOK AT IT IN THIS LIGHT” 


greater amounts on 144 other projects. 


— to Mr. Leahy, the Task 
Force was eminently successful in 
confirming the persistent rumor that 
(1) a great number of reports required 
of industry by one government agency 
already was available in another bureau 
down the hall; (2) great quantities of 
records were submitted by industry which 
are not used and, in one case, not even 
filed by the government; (3) there were 
nearly a million reports, reporting there 
was nothing to report; and (4) reports, 
or pages of reports, deliberately omitted 
by industry were never missed by the 
government. 

Mr. Leahy said that 32 government bu- 
reaus, offices, agencies, or commissions co- 
operated with the industries and the Task 
Force personnel, none of which failed to 


accept at least some of the Task Force 
recommendations. He told his audience of 
gas industry officials that “recent changes 
in job responsibilities at FPC made it 
easier to get your problem to the responsi- 
ble officials. 

However, he said, the greatest single 
factor in the co-operative spirit stems from 
the new office of managing director which, 
incidentally, was created at the request of 
the first Hoover Commission.” 


Spe facts of interest to utilities 
brought out by Mr. Leahy: 


... To build a new plant, or an addi- 
tion, the utilities companies must obtain 
a certificate from the Federal Power 
Commission. The paper-work costs in- 
volved in obtaining such certificates cost 
the industry $5,000,000 in 1954. By 
clarifying the single word facilities, that 


NOVEMBER 10, 1955 








certain minor projects would not require 
the expensive, detailed applications, 
savings to industry of $2,000,000 were 
possible. The FPC studied the matter 
and approved of some changes in this 
procedure. As you know, a great deal 
remains to be accomplished in this area 
but we have made a start. 

... It cost gas and electric companies 
about $14,000,000 annually to prepare 
requests for rate increases because of 
tons of documents that must be com- 
piled and shipped to Washington and 
the ensuing costs of maintaining a fed- 
eral auditor while he checks their rec- 
ords. Solutions reached by the indus- 
tries and the Federal Power Commis- 
sion with the assistance of the Task 
Force resulted in savings estimated at 
$1,850,000 annually. 

The annual report is another head- 


PUBLIC UTILITIES FORTNIGHTLY 





ache we hope will continue to get atten- 
tion. A change in the filing date for a 
part of the report is, of course, helpful, 
but a great portion of this filing appears 
repetitive and certainly worthy of more 
examination. The annual report and the 
retention periods on all records will be 
studied this year by NARUC. This, we 
hope, will free the log jam and get re- 
lief for your industry. 


M® LEAHY cited other achievements 
from a long list which he said would 
serve to show the areas where vast savings 
are possible in the dealings between indus- 
try and government. He exhorted industry 
to seek an equally objective appraisal of 
state and local governments. These, he 
said, are at least 50 per cent responsible 
for the great burden of paper work on 
both big and little business. 





Should Pipelines Sell Boiler 


a a good many years the indirect regu- 
lation of the sale of industrial gas di- 
rectly to industries, especially for use un- 
der boilers, has created major problems 
in the natural gas industry. At the Inde- 
pendent Natural Gas Association meeting 
in Jasper Park, Alberta, recently, Glenn 
W. Clark, president of Cities Service Gas 
Company, presented a pipeliner’s view of 
the existing situation. 

As early as 1940, he said, the Federal 
Power Commission stated in its annual 
report that “general use of natural gas 
under boilers for production of steam is, 
under most circumstances, of very ques- 
tionable social economy.” In 1948, follow- 
ing an investigation of this type of gas 
use, the Smith-Wimberley report recom- 
mended to the gas industry that “There is 
need for the interstate pipelines and local 
distributors supplied by them to reconsider 
their marketing policies with respect to 
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sales of industrial gas. This can and should 
be accomplished in economic terms of 
price and service, rather than by imposi- 
tion of some kind of arbitrary determina- 
tions as to ‘proper’ uses of natural gas in 
comparison with other fuels.” 

On the other hand, Mr. Clark remarked, 
the Olds-Draper report recommended as 
follows: 


The Federal Power Commission in 
connection with the exercise of its au- 
thority under the certificate provision 
of the Natural Gas Act, should give in- 
creased consideration to the conserva- 
tion aspects involved in the delivery of 
natural gas... . This recommendation 
assumes definite but flexible considera- 
tion of the end uses to which natural 
gas... may be put and correlative study 
of the storage possibilities . . . 


In the same year, in a proceeding in- 
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volving Trans-Continental Gas Pipe Line 
Company, the Federal Power Commission 
ordered that 


Trans-Continental shall further study 
the feasibility of underground storage 
to be operated in conjunction with its 
proposed service . . . and also the pos- 
sibility of arrangements with . . . others 
either for the storage of gas or sale of 
gas for storage. Such studies are to be 
directed toward providing for the 
elimination of deliveries for interrupti- 
ble loads of gas which might be stored 
to increase deliveries to meet peak util- 
ity requirements. 


wn 1953, Mr. Clark went on, in a certifi- 
cate case involving facilities of Mis- 
sissippi River Fuel Corporation for the 
sale of gas to an electric generating plant, 
the commission stated in its opinion: 


We have repeatedly held that the use 
of natural gas as a boiler fuel is an 
inferior usage and that, while it is not 
to be denied in all situations, it should 
be permitted only on a positive showing 
that it is required by public convenience 
and necessity. 


Although during these years the com- 
mission has permitted the construction of 
facilities for the direct sale of industrial 
gas for use under boilers, Mr. Clark 
points out that there apparently never has 
been any real or extended departure from 
the underlying policy stated by the com- 
mission in its 1940 annual report to Con- 
gress. In 1955, although the commission 
did grant a certificate to Southern Natural 
Gas Company for the construction of fa- 
cilities for the sale of gas for boiler fuel, 
the opinion was a divided one, and since 
that time there have been two decisions 
by examiners denying certificates for simi- 
lar purposes—one involving Northern 
Natural Gas Company in the “Black Dog” 
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proceedings and Cities Service Gas 
Company. 

Since the early Mississippi River Fuel 
and Atlantic Seaboard rate cases, Mr. 
Clark noted, the Federal Power Commis- 
sion has exercised a very potent indirect 
regulation of direct industrial sales by the 
process of allocating approximately 50 
per cent of fixed costs of service to com- 
modity. 

Mr. Clark continued : 


Now, I do not contend that direct 
sales should not bear their fair share 
of the cost of service, but I do seriously 
question the propriety of allocating a 
large share of fixed costs to industrial 
sales when the facts clearly show that 
the industries involved are subjected to 
severe curtailments and interruptions, 
and that no peak-day capacity is con- 
structed for their benefit. 

Neither do I contend that the Federal 
Power Commission does not have the 
power to exercise informed judgment 
and discretion in determining the public 
convenience and necessity in certificate 
cases involving the construction of fa- 
cilities for the sale of industrial gas 
directly to consumers. 

I do wonder, however, just what is 
being accomplished by these indirect 
controls, and just what is intended to be 
accomplished by the commission. To me, 
the matter is quite confusing, and shows 
no signs of being clarified. 


. was the assumption of the Cities Serv- 
ice president, based on the opinions of 
the commission, that the indirect control 
of direct industrial sales by the commis- 
sion is for the primary purpose of con- 
serving natural gas reserves for superior 
uses. But in many areas outside of the in- 
dustrialized areas of the North and East 
he felt that the FPC could not accomplish 
such a purpose by means of refusing cer- 
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tificates for facilities to be used in the sale 
of interruptible gas. 

In Mr. Clark’s opinion, what happens is 
this: 

The sections of the country which are 
not heavily industrialized are acutely 
conscious of the trend toward decen- 
tralization of industry, and civic and 
political leaders in these sections of the 
country are very active in their efforts 
to attract industry to their areas. They 
know that natural gas at competitive 
prices is one of the basic location fac- 
tors considered by industries, and 
furthermore, they know that their com- 
munities will be cleaner and more 
attractive places in which to live if gas 
is used as an industrial fuel. In the 
areas served by our company, it has 
been my experience that we have more 
difficulty with public relations from our 
treatment of industry than we do from 
any other phase of our service and op- 
erations. Since most industries can be 
reached economically from the lines of 
distributors, and since the distributors 
are very active in civic affairs, you may 
be sure that if the pipelines are not per- 
mitted to supply industries with gas the 
distributors will do so where the rate 
schedules of the pipeline companies per- 
mit, and it is my understanding that 
most pipeline companies do have rate 
schedules which permit the purchase of 
industrial gas by distributors without 
their assuming any undue burdens. 


. speaker therefore held the opinion 
that in many areas, end-use control 
cannot be accomplished through the cer- 
tificate authority of the commission. In 
fact, he thought that the use of industrial 
gas may be encouraged by this type of 
attempted control. This was based on a 
belief that most distributors do not want 
too much of their income to be dependent 


NOVEMBER 10, 1955 


820 


upon sales to industries which may go off 
their lines or drastically curtail their uses 
of gas during industrial recessions. Ac- 
cordingly, the distributor, if forced to 
assume more and more of the industrial 
loads that normally would go to the pipe- 
line companies, will tend to sell industrial 
gas on very small profit margins, thus 
causing industrial rates to trend consider- 
ably lower than competitive fuels. This 
argument, Mr. Clark said, would not apply 
to boiler fuel rates to electric generating 
plants. 


The speaker then went on: 


It is my own conclusion that if end- 
use control is the policy of the commis- 
sion, we may expect that under the 
Natural Gas Act as now written it can 
be accomplished only by the unrealistic 
allocation of more and more of the 
costs of service to commodity in order 
to price industrial gas out of the market. 

But, if industrial gas is priced out 
of the market, then how does the pipe- 
line company build up large reserves 
which are so necessary for the protec- 
tion of the domestic consumer, and to 
what level will gas rates for domestic 
use soar? It is my opinion that under- 
ground storage is, at best, only a partial 
and inadequate answer in many areas 
now enjoying a supply of natural gas. 

Now, if we assume that the commis- 
sion’s objective is not to control end use 
but to obtain lower rates for domestic 
consumers, then the refusal of certifi- 
cates for facilities to be used in the sale 
of industrial gas by pipeline companies 
and the allocation of inordinate costs 
to commodity without overpricing from 
a competitive standpoint would tend to 
accomplish this objective, but, as I have 
stated before, the distributor probably 
will sell at a small profit margin in order 
to keep his rates as high as possible 
to the firm consumer of gas, so this 
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assumed objective of the Federal Power 
Commission can, at best, be accom- 
plished only partially. 

Perhaps it would be more logical to 
assume that the Federal Power Com- 
mission is trying to strike a happy bal- 
ance both in the conservation of natural 
gas and in the keeping of resale rates 
for domestic use as low as possible with- 
out placing the pipeline companies in an 
intolerable position with respect to the 
acquisition of reserves and the mainte- 
nance of a high load factor. If this is 
the objective of the commission, it will 


take the wisdom of Solomon to accom- 
plish it fairly. 


M:* CiaRK concluded his talk with the 
observation that since each area of 
service and each pipeline system has its 
own peculiar and complex economic prob- 
lems, FPC cannot and should not follow 
a general and inclusive policy of end-use 
control. He also suggested that each pipe- 
line company would have to spend more 
time and effort presenting its situation to 
FPC if it desires to construct facilities 
for the direct sale of industrial gas. 





Congress and Administration Power Policies 


so William E. Miller 
(Republican, New York) told the 
1955 Workshop Conference of Electric 
Companies, which met in St. Louis last 
month, that “a true appraisal of the politi- 
cal facts uncolored by wishful thinking” 
discloses no basis for being optimistic for 
the eventual congressional adoption of 
present administration power policies. By 
process of erosion, he said, there has been 
brought about a very deep encroachment 
into the electric power field, traditionally 
reserved to the investor-owned electric 
light and power industry. This steady, 
seemingly relentless, process of erosion, as 
the New York Congressman described it, 
has brought the percentage of public 
power from less than one per cent to about 
20 per cent of the power generated in the 
United States. 

Electric companies therefore greeted 
the arrival of the present administration 
in Washington with open arms. It wel- 
comed its announced intention to confine 
government, and to promulgate a “part- 
nership policy” in the development of 
water resources. There was an optimism 
that the process of erosion would not only 
be halted, but reversed. Representative 


Miller appraised the declared policies in 
terms of their effect on congressional 
action. 

As of the first session of the 84th 
Congress, he told his audience they have 
all too often been disregarded. In fields 
other than the electric industry, however, 
a real start has been made in returning 
business to Main Street from Capitol Hill. 
A legislative survey shows that bills in- 
corporating power policy recommenda- 
tions have not fared as well. 


HIS was Congressman Miller’s de- 
scription of action taken on the 
Trinity river project in California: 


... Legislation (HR 4664) authoriz- 
ing a federal appropriation for the 
complete cost of this multiple-purpose 
project to be constructed by the Bureau 
of Reclamation was passed by the Con- 
gress and signed by the President in 
August of this year. A more desirable 
situation for the application of the 
partnership policy will probably never 
present itself. As some of you know, 
water is much scarcer than power in 
California, and construction of the 
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Trinity river project is for the primary 
purpose of supplying a most urgent 
need for irrigation waters, with the pro- 
duction of power as an additional useful 
purpose. For some two years during 
which congressional hearings were held, 
the Pacific Gas and Electric Company 
pursued a proposal whereby it would 
construct with its own funds the power 
aspects of the project and pay the gov- 
ernment $3,500,000 annually for the 
use of falling water. This proposal 
would save the federal government 
about $50,000,000 in capital expendi- 
tures. Over the project repayment pe- 
riod, the federal government would re- 
ceive from the company $70,000,000 in 
tax revenues, while state and local gov- 
ernments would receive $65,000,000. 
Over the same period, the annual pay- 
ment for the use of the falling waters 
would produce a financial advantage 
to the government of $36,000,000. 
Through integration with its existing 
facilities the company’s plan would pro- 
duce substantially more power capacity. 
The price offered for the falling water, 
although not exhausted in power pro- 
duction, substantially exceeded the price 
paid by farmers for comparable quan- 
tities of irrigation water and repre- 
sented full value based on the cost of 
alternative steam power. The company’s 
proposal received tremendous local pub- 
lic support in California. 


We the New York Republican’s opinion, 
the bill, as it came to the House floor 
unopposed, paid mere lip-service recogni- 
tion to the partnership policy. Though 
130 Congressmen, including the speaker, 
voted in opposition to it, the bill passed. 
The speaker felt that it will now be diff- 
cult to dislodge the Bureau of Reclamation 
from the power part of the project on any 
basis. He said that Pacific Gas and Elec- 
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tric Company felt that language in the 
bill purporting to keep the door open was 
the best it could get. 

The New York Congressman continued : 


Let’s look at another situation—the 
John Day project in Oregon—another 
fine opportunity for the partnership 
policy speedily to acquire a firm foot- 
hold in halting the erosive process to 
which I have referred. The John Day 
dam, a multiple-purpose project with 
irrigation, navigation, and flood-control 
features, is to be built by the Corps of 
Engineers. Its construction, authorized 
by the federal government more than 
five years ago, will cost the nation’s tax- 
payers $310,000,000. Pursuant to a bill 
introduced in the last session (HR 
5789) by Congressman Coon, power 
distributors in the area—both public 
and private—would advance $273,000,- 
000 or 88 per cent of the cost—leaving 
only $37,000,000, the cost of nonpower 
facilities, to be supplied by federal tax- 
payers. And although the federal gov- 
ernment would thus pay only 12 per 
cent of the total cost, the project will 
nevertheless be built, owned, and oper- 
ated by it. The local power distributors 
would receive a 50-year contract for the 
power which they would transmit and 
distribute. 


-—_Saptcenlaget ioe Miller felt that the 
present situation at Hell’s Canyon 
represents a significant victory for the 
forces of private enterprise. But it was 
won, he noted, only in the course of the 
administration of the Federal Power Act. 
He stated that the licensing of the Idaho 
Power Company by FPC to construct its 
three low dams on the Snake river is no 
evidence at all of any halt in the erosive 
process at the congressional legislative 
level. There an Interior subcommittee 
voted to authorize federal development, 
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although by a margin of one vote, and bills 
are still pending for federal development. 
In the speaker’s opinion, it would be un- 
sound for electric companies to regard the 
Hell’s Canyon success as evidence of a 
clear-cut victory over public power. 

In regard to the Dixon-Yates contract, 
Representative Miller said: 


... Here politicians who are not states- 
men have tried by every means at their 
command to disgrace the administra- 
tion as well as the investor-owned elec- 
tric power industry. Fairly interpreted, 
the administration did succeed in this 
instance in restraining the federal gov- 
ernment in doing that which private 
enterprise was ready, able, and willing 
to perform. The city of Memphis and 
not the nation’s taxpayers are to look 
after its needs, but even that result was 
possible only because it could be effected 
at the executive level without any need 
for legislative action by the Congress 
where the result might have been far 
different. In any event, the strength of 
public power is such that we are left 
in a position where the Dixon-Yates 
matter must be justified and defended 
against accusations of sinister plotting 
against the public welfare within the 
executive branch of the federal govern- 
ment. In this state of affairs, we can 
hardly point to the Dixon-Yates matter 
as indicating any reversal of the evolu- 
tionary process which has brought pub- 
lic power to its present substantial 
stature. 


— the various power transmis- 
sion situations prevailing throughout 
the country, Representative Miller again 
found little favorable to private enter- 
prise. In almost every area where public 
power generation exists, the New York 
Republican saw investor-owned com- 


panies as supplicants for wheeling con- 
tracts for the transmission of public power 
to preference customers in the marketing 
area. At the same time, he said, their own 
customers receive only what is left of the 
tax-subsidized power and even that is made 
subject to withdrawal provisions. 

In the view of the speaker, this was the 
situation that has prevailed in connection 
with the Missouri river basin development, 
equally so in Georgia in connection with 
the Clark Hill development, and again in 
connection with the Kerr dam on the Roa- 
noke river in Virginia. Even if these 
wheeling contracts should be secured, he 
maintained, they represent at best a most 
narrowly limited participation for in- 
vestor-owned companies. 

Investor-owned utilities have a great 
stake in the outcome of the Niagara con- 
troversy, as well, Representative Miller 
declared. While the administration’s part- 
nership policy does not reach it, since the 
sponsors of federal development have 
given way to a position in support of fed- 
eral development, from the viewpoint of 
the preservation of private enterprise, any 
form of statism is destructive. If advo- 
cates of state construction and operation 
of the development succeed, Representa- 
tive Miller warned, it will be the first time 
in the history of the public power contro- 
versy that government, federal or state, 
has undertaken a pure power project, un- 
embellished with flood-control, irrigation, 
navigation, or reclamation features. 

The speaker predicted that a subcom- 
mittee of the Senate Public Works Com- 
mittee would favorably report on the bill 
for state development at the next session 
of Congress, but that action would con- 
tinue to be impossible in the House where 
he felt that the margin for private develop- 
ment over state development is still in the 
neighborhood of 23 to 1. 
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AGA Convention 


_* H. MIrTcHELL, president, North- 
ern Indiana Public Service Company, 
Hammond, Indiana, was elected president 
of the American Gas Association at the 
thirty-seventh annual convention of the 
association in Los Angeles, California, 
October 17th to 19th. Other officers of 
the association elected were: C. H. Zach- 
ry, president, Southern Union Gas Com- 
pany, Dallas, Texas, first vice president; 
A. W. Conover, president, Equitable Gas 
Company, Pittsburgh, Pennsylvania, sec- 
ond vice president ; and Vincent T. Miles, 
treasurer, Long Island Lighting Com- 
pany, Mineola, New York, treasurer. 

More than 4,000 delegates attended the 
3-day meeting, which was held in conjunc- 
tion with the annual convention of the 
Pacific Gas Association. 

At the opening general session of the 
AGA convention, the retiring president, 
F. M. Banks, who is also president of the 
Southern California Gas Company, made 
an earnest plea for co-operation and har- 
mony between various segments of the 
natural gas industry. Mr. Banks reviewed 
the spectacular accomplishments of the 
gas companies during the past 12-month 
period, in which more than 800,000 
new customers were added with an esti- 


mated peak of 29,000,000 in 1955, and an 
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additional 7,500,000 liquid petroleum cus- 
tomers. 

Competition from atomic energy may 
have to be met by the gas utilities in years 
ahead, Floyd D. Campbell, president of 
the New England Gas & Electric Asso- 
ciation, told the AGA meeting. Campbell 
said that nuclear energy costs are likely 
to decline while the costs of fossil fuels 
(coal, oil, and gas) are bound to rise, as 
these fuels approach depletion. Eventually, 
these two cost curves will cross, Camp- 
bell said. It would be wise to prepare for 
an orderly and gradual transition. A fu- 
ture “tie” between the gas and electric 
companies in high fuel cost areas was sug- 
gested by Campbell. He disclosed that an 
AGA research group is looking into the 
“production of natural gas substitutes 
(derived) from oil by use of radioactive 
substances.” The Bureau of Mines and 
AEC are said to be studying a “synthesis 
gas” from coal as a possible by-product 
of atomic energy reactor operation. 

A prediction that the gas industry will 
be nationalized in this country—if, as, 
and when we forget the federal Constitu- 
tion—was made by Felix Morley, well- 
known writer and economist. He endorsed 
local, private enterprise and individual re- 
sponsibility for one’s own affairs at the 
local level. Morley said, in countries where 
centralized direction and control have been 








ih a = 


Sees 06 ¢& Pa 








(UM 


THE MARCH OF EVENTS 


used instead of relying upon local and in- 
dividual initiative, the gas industries have 
been government-run and relatively back- 
ward. 

Reducing some of the present tend- 
encies toward centralized controls was the 
topic discussed by Emmett J. Leahy of 
New York city. Leahy, a Hoover Com- 
mission expert on paper-work manage- 


ment, observed that it costs gas and elec- 
tric companies about $14,000,000 annual- 
ly to prepare requests for rate increases. 
Tons of paper documents must be com- 
piled and shipped to Washington, D. C. 
FPC and the industry, with the encour- 
agement of the Hoover Commission, 
reached solutions saving $1,850,000 per 
year. (See, also, page 816.) 


Arizona 


Bond Issue Authorized 
HAREHOLDERS of the Salt River Power 
District recently approved a $10,000,- 
000 bond issue to finance the construction 
of facilities to provide an additional 100,- 
000 kilowatts of power. Vote on the pro- 
posal was 26,085 in favor and 788 op- 


posed. 


The bond money, together with $2,000,- 
000 in current earnings, will be for con- 
struction of the second unit of the Salt 
River Power District’s Agua Fria steam 
plant. 

Completion of the first unit, now under 
construction, is expected in 1957, and the 
second unit in 1958. 


Arkansas 


Utility Firm Claims REA 
Customers 


N the first action of its kind under a 
1955 Arkansas legislative act stipulat- 
ing that private utilities should serve rural 
electric co-operative customers residing in 
areas which have been annexed to cities 
in which the private utilities operate, the 
state public service commission was asked 
recently to order a co-operative to turn 
over thirty-one urban customers to a pri- 
vate utility. 
The petition was filed by Southwestern 
Gas Electric Company against the Ozarks 


Rural Electric Co-operative. Southwest- 
ern said the co-op was continuing to serve 
ten customers at Fayetteville and twenty- 
one at Springdale who should be served 
by the private firm. Southwestern said the 
customers ceased to be rural subscribers 
when the area in which they live was an- 
nexed to the cities. The customers at Fay- 
etteville are residential but the Springdale 
group includes nine commercial users. 

The new law under which the petition 
was filed resulted from a compromise 
reached during the 1955 state legislative 
session between the co-ops and the private 
utilities. 


California 


Bond Project Found Feasible 


een revenue bond financing of the 
$85,000,000 Upper American river 
water and power development project by 


the Sacramento Municipal Utility District 
is “financially and economically feasible,” 
according to an independent financial 
study of the project conducted by two in- 
vestment banking firms. 
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A review board from the investment 
firms reported last month to James E. Mc- 
Caffrey, general manager and chief engi- 
neer of SMUD, that the contemplated 
revenue bond issue would have ready 


marketability under present market condi- 
tions. 

The proposal to issue the bonds will be 
submitted to voters of the utility district 
on December 6th. 


Connecticut 


Commission Member Named 
ppm Abraham A. Ribicoff recent- 
ly announced the appointment of 
Raymond S. Thatcher of East Hampton, 
former state controller, as a member of 
the state public utilities commission. 
Mr. Thatcher, a Democrat, succeeded 


Frederick H. Holbrook of Madison, a Re- 
publican, who resigned last month on 
reaching retirement age. Mr. Holbrook, 
who is seventy-two years old, had been 
given a two-year extension beyond the 
normal retirement age of seventy. He had 
been on the commission since 1945. 


Idaho 


PUC Tax Law Attacked 
In Court 


ee ee of a 1955 state 
legislative act empowering the state 
public utilities commission to make itself 
self-sufficient by imposing taxes on the 
firms it regulates was challenged in a suit 
filed in the third district court in Boise last 
month by Garrett Freightlines, which 
owns and operates some 500 motor ve- 
hicles on Idaho highways. 

Garrett earlier had asked the commis- 
sion to reverse itself on a tax levy made 
under the new law, but the commission 
refused and affirmed its earlier findings. 

In its court complaint, Garrett asked 
for a judgment determining and declaring 
that Chapter 177, 1955 Session laws, and 
particularly 61-1004, is unconstitutional 
and of no effect in delegating to the com- 
mission the power and authority to levy a 
tax against the plaintiff. The company 
maintains that the act attempts to dele- 
gate levying authority to an executive di- 
vision of Idaho but that this is a legisla- 
tive function which cannot, under the Con- 
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stitution, be delegated to an executive 
branch. 


Incorporation Papers Filed 


_pconiemeince papers for seven of nine 
nonprofit co-operatives which two in- 
vestment banking firms propose to finance 
through revenue bonds for natural gas dis- 
tribution in southern Idaho were filed last 
month in Boise. 

The co-operative associations are in 
Rupert, Weiser, Idaho Falls, Meridian, 
Jerome, Burley, and Alameda. Their in- 
corporators propose in each case to fur- 
nish gas to residential, commercial, and in- 
dustrial consumers without profit, “as 
nearly as possible at cost,” with the ulti- 
mate purpose of turning the systems over 
to the cities. 

It is planned to have the systems fi- 
nanced by two investment banking firms 
of Omaha, Nebraska, which had earlier 
announced they were seeking to establish 
such groups in the seven cities as well as 
in Pocatello and Blackfoot and perhaps 
other communities. 
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Illinois 


Would Exchange Parts of 
Service Areas 


iy a major step designed to bring closer 
integration of their respective terri- 
tories and improve operating efficiency 
and economy by two of Illinois’ electric 
utilities, Commonwealth Edison and Cen- 
tral Illinois Light Company last month 
filed a joint petition with the state com- 
merce commission for authority to ex- 
change parts of their present service 
areas. The announcement was made by 
Willis Gale, chairman of Commonwealth 


Edison, and T. A. Schlink, president of 
Central Illinois Light. 

Under the petition Commonwealth Edi- 
son would acquire Central Illinois Light’s 
electric properties in the DeKalb-Syca- 
more area in northern Illinois west of 
Chicago in exchange for Edison’s prop- 
erties in the Lacon and Aledo areas in the 
central part of the state. 

The property switch would bring the 
respective territories closer to the source 
of power supply of each company and re- 
sult in shorter transmission feeds and 
more economical customers’ service. 


Louisiana 


Electric Rate Reductions Set 


HE state public service commission 

last month announced a $712,600 an- 
nual reduction in electric rates of Gulf 
States Utilities Company, affecting 117,- 
000 customers in more than 170 south 
Louisiana communities, effective Novem- 
ber Ist. 

Chairman Wade O. Martin, Sr., esti- 
mated the rate slash would amount to 
about 14 per cent. He explained it would 
mean a cut in the average household bill of 
38 to 50 cents monthly. The utility agreed 
to the reduction, Martin said. 

Major cities affected include Baton 
Rouge, Lake Charles, and Jennings, with 
scores of smaller communities and rural 
areas involved. 

Martin explained in 1952 Gulf States 
applied for a 20 per cent rate boost. The 


commission, after auditing the firm’s op- 
erations, denied the application. The state 
supreme court reversed the commission’s 
order and granted the company the full 
20 per cent increase applied for. 

“Since that time,” Martin said, “we 
have been carefully checking the electric 
revenues of Gulf States Utilities in Louisi- 
ana, in relation to their Louisiana invest- 
ment. In the early summer, we negotiated 
with the company a rate reduction in the 
higher consumption brackets in order to 
make more air conditioning possible in 
public buildings, homes, etc. We have 
now, after numerous meetings and nego- 
tiations with company officials, obtained a 
further reduction applicable to all resi- 
dential and commercial consumers. 

He said the $712,600 annual cut means 
a total reduction since the 1952 increase 
of about $1,000,000 a year. 


Montana 


Court Upholds Natural Gas 
Rate Hike 
a by Montana Attorney General 
Arnold_.H. Olsen seeking to nullify a 


1953 natural gas rate increase granted 
Montana Power Company by the state 
public service commission was dismissed 
last month by District Judge C. B. Elwell 
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in an opinion expected to be appealed to 
the state supreme court. 

Judge Elwell affirmed two previous 
orders by the commission finding the rates 
fair to consumers. The original order 
granting the increase was issued August 
5, 1953, and a second on August 4, 1955. 
The commission had found the company 
was earning a rate of return of 5.12 per 


cent from general customers and noted 
a natural gas utility is entitled to a 6 to 7 
per cent rate of return. 

Olsen contended the new rate was un- 
reasonable and was depriving Montanans 
of $1,400,000 a year, the difference be- 
tween the new and old rates. The money 
has been held in special accounts pend- 
ing outcome of the litigation. 


Nebraska 


Sees No Chance for Power 
Agreement 


ane GENTLEMAN of North Platte, 
general manager of the Platte Val- 
ley Public Power and Irrigation District, 
has reiterated his belief that no agree- 
ment can be reached in Nebraska’s power 
controversy “in time to meet obligations 
that just will not wait.” 

In a letter to R. L. Schacht of Colum- 
bus, general manager of Consumers Pub- 
lic Power District, Gentleman reaffirmed 
his stand for a rate increase for the Ne- 
braska Public Power System as a solu- 
tion to the immediate problem. Then, he 
said, negotiations can continue for a reor- 
ganization of the present power arrange- 
ment. 

A copy of the letter was sent to Gov- 
ernor Victor Anderson. Release of the let- 
ter was taken as indication that no recent 
progress has been made toward settling 
the power question. Consumers has ad- 
vocated a merger of Consumers, Platte, 
and Loup districts in a new unified power 
agency. Platte and Loup, which make up 
the NPPS, have not agreed to this pro- 
posal. Meanwhile, Consumers has filed 
notice of appeal to the state supreme court 
of the power dispute unless its proposal for 
reorganization is adopted. 

Gentleman wrote Schacht, “I’m con- 
vinced that any attempt to force a pro- 
posal by some of the public power groups 
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against the will of others will finally fail.” 

Gentleman asked that Consumers give 
further consideration to his proposal that 
NPPS raise its wholesale price of power 
4 of a mill per kilowatt-hour. Consum- 
ers, along with rural districts and some 
municipalities, buys power from NPPS 
for retail to the public. 

The Nebraska Rural Power Association 
has charged that Consumers apparently 
“is going to continue to block all power 
developments unless it is permitted to take 
over the properties of the Nebraska Pub- 
lic Power System and set itself up asa 
super power organization.” 

The president of the rural group, in a 
letter to Governor Anderson, stated that 
if all power agencies of the state would 
work together “and quit struggling for 
supremacy, the power supply and the wel- 
fare of the state would be well served.” 


Iowan’s Power Attitude 
“Unrealistic” 


S. REPRESENTATIVE A. L. Miller of 
¢ Kimball has termed “unrealistic” an 
opinion by Iowa Congressman Ben Jensen 
that Nebraska’s public power status would 
bar congressional approval of a high volt- 
age transmission line from Fort Randall, 
South Dakota, to Grand Island. 
Jensen earlier stated that he thought 
the majority of Congress agreed with him 
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that Nebraska should not get the federal 
transmission line because its all-public 
power structure means utilities in the state 
pay no federal taxes. 

But Miller said Jensen was not speak- 
ing for the majority of Congress or ex- 
pressing federal policy in his statements. 
“T am equally confident that the transmis- 
sion line will be approved,” Miller said. 
The Nebraskan said he recognizes that 
Jensen “‘has always opposed public pow- 
er.” But, he added, “I have never en- 
countered a feeling in Congress that Ne- 
braska ought to be legislated against be- 
cause it is a public power state.” 

Senator Carl Curtis of Minden also ex- 


pressed confidence that Nebraska would 
get the 230-kilovolt line. 

“We would have gotten it this year but 
we were opposed by South Dakota and 
Minnesota on grounds that Nebraska 
would get more power than they would,” 
Curtis explained. 

He said he thought the Missouri basin 
states should get together and decide 
through agreement or compact how Mis- 
souri river power should be divided. But 
he said he did not think this would mean 
giving up Nebraska’s preference for fed- 
erally produced power which exists be- 
cause Nebraska is an all-public power 
state. 


Pennsylvania 


Asks New Gas Rate Rise 

ee Licut & Heat Com- 

PANY last month appealed for its sec- 
ond gas rate increase in fourteen months. 
On October 18th the state public utility 
commission in Harrisburg reaffirmed its 
August, 1954, order granting the firm a 
$2,996,000 annual raise. Customers have 
been paying this increase since the 1954 
order was issued. 

On October 19th, PUC Hearing Ex- 
aminer Maurice H. Claster opened a 
hearing on the company’s application for 
another rate raise—this one for $4,367,- 
175. This would affect 230,000 domestic 
and industrial consumers in western Penn- 
sylvania. 

Manufacturers Light & Heat seeks a 
December 4th increase averaging $11 a 
year for those who both heat and cook 
with gas, and from 50 to 74 cents for non- 
heating customers. 

Its petition is opposed by the city of 
Pittsburgh, represented by City Solicitor 
J. Frank McKenna, 11 other western 


Pennsylvania communities, and 23 indus- 
trial plants. 

Utility attorneys claim the second in- 
crease is essential because the Federal 
Power Commission approved a $1,200,- 
000-a-year raise in the price of natural gas 
purchased from southwestern suppliers. 
Manufacturers obtains 75 per cent of its 
gas from Texas and Louisiana fields. 

Another million dollars is needed to 
meet a million dollar jump in taxes, the 
utility contends. And the rest of its re- 
quested 1955 increase, it added, would be 
spent to cover higher wages, higher op- 
eration costs, and an “adequate return” on 
its investment. 

The new rates will become effective De- 
cember 4th if the commission does not rule 
against it by that time. 

City Solicitor McKenna said the city 
would first “adduce evidence on the cost 
of service based on the company’s claimed 
costs. It will then present evidence to show 
that the claimed costs are not correct and 
should be adjusted downward.” 
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Progress of Regulation 


Regulatory Trends 


tae oem to charitable organizations are allowed as a proper expense 
deduction to determine taxable income. Many large industrial corpora- 
tions have promoted and supported educational and other worthy undertak- 
ings. No important corporation as a member of a community can stand on the 
side lines and refuse to join with others in community drives. Public utility 
corporations, however, have been placed in a peculiar position. Their contribu- 
tions, allowed as tax deductions, are in many cases not allowed as an operating 
expense for rate-making purposes. 


Contributions as an Operating Expense 


The Michigan commission, in its recent decision involving rates of the 
Michigan Consolidated Gas Company (9 PUR3d 433), disallowed donations 
and contributions as an operating expense, stating that it adhered to precedent 
and that it was necessary to place all donations “below the line.” The com- 
mission had adopted a similar view in earlier decisions involving Michigan 
Consolidated Gas Company (5 PUR3d 449) and Michigan Bell Telephone 
Company (5 PUR3d 301). The Wyoming commission said that according 
to the weight of authority donations made by a public utility should be charged 
to surplus rather than to operating expense. In other words, they should be 
charged to the owners of the company and not to its customers (96 PUR NS 
587). Contributions have also been disallowed in the District of Columbia 
(61 PUR NS 40), Indiana (70 PUR NS 488), Massachusetts (83 PUR 
NS 238), Missouri (8 PUR3d 490), Kentucky (97 PUR NS 33), Oklahoma 
(5 PUR NS 148), Oregon (19 PUR NS 314), Pennsylvania (81 PUR NS 
316), Washington (13 PUR NS 187), West Virginia (17 PUR NS 40). 
The Federal Power Commission has disapproved the inclusion of donations 
(44 PUR NS 1). 
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In the state of New York there is a statutory prohibition against charging 
contributions to operating expense. The commission, after noting the enact- 
ment of that statute in the Consolidated Edison Company Case, eliminated 
expenditures for what were termed a “contribution, donation, payment, or 
subscription for the betterment of social or economic conditions in a com- 
munity” (96 PUR NS 194). 

The Connecticut commission, in disallowing contributions by Southern New 
England Telephone Company (73 PUR NS 185), said that while no criticism 
was intended of the company’s policy in making these gifts, they should not 
be included as an operating expense. The company was still free, of course, 
to make such contributions, charging the payments to its stockholders. Cus- 
tomers would not then be placed in the position of being made “involuntary 
contributors” to charities dependent upon the discretion of the company as to 
the particular charity and the amount of the gift. The Florida commission 
(37 PUR NS 440) said that such contributions have nothing to do with gen- 
erating and selling electricity. 

In the Peoples Gas Light and Coke Company Case (31 PUR NS 193), the 
Illinois supreme court approved the commission’s action in eliminating dona- 
tions as an operating expense, stating that the rule seemed to be well settled 
that donations are not a proper operating expense, “unless it is shown that 
they will be of some peculiar benefit to the company or its patrons.” 

The Virginia supreme court, taking an opposite position, upheld the action 
of the commission in allowing charitable donations as an operating expense 
in the Virginia Electric & Power Company Case (8 PUR3d 120). The court 
quoted from Commissioner Hooker’s statement (9 PUR3d 225, 236) that it 
cannot be overlooked that utilities are expected to make reasonable charitable 
donations because a refusal might bring on the loss of the good will of the 
community it serves while other businesses make donations for worthy causes. 
The Arkansas commission allowed the Southwestern Bell Telephone Company 
(2 PUR3d 1) to charge against operating expense contributions made to 
deserving charitable organizations even though this might subject the rate- 
payer to an involuntary assessment for contributions solely within the dis- 
cretion of the management. The amount was said to be reasonable in relation 
to the size and scope of the utility’s operations, and the civic and social benefits 
of these contributions were apparent. 

The New Jersey supreme court, upholding a rate order of the commission 
(100 PUR NS 379), said that the commission in failing to dissect items to 
determine their respective relationship to functional operation of the company 
was in error but the gross amount, even if allowed, was insufficient to affect 
the reasonableness of rates. The court adopted the rule that where utility cor- 
porations have inherent or statutory power to make charitable gifts and dona- 
tions, the payment is properly allowed in a rate determination as an operating 
expense where it has an effect upon the creation of the service or product of 
the corporation and therefore may be considered as reasonably necessary in the 
rendition of service to the consumer. 

The. Delaware supreme court allowed Diamond State Telephone Company 
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(5 PUR3d 493) contributions as an operating expense where they amounted 
to about $4,000 and the rate base was about $20,000,000. It was noted that 
this allowance would not affect the rates. The court recognized, however, that 
there was a question as to whether officers and directors had a right to commit 
the company to charitable undertakings and then tax customers with the cost 
of their generosity. 

The California commission, in the Pacific Gas and Electric Company Case 
(96 PUR NS 493), stated that it was its practice to disallow contributions 
as an operating expense. Later, in the San Diego Gas & Electric Company 
Case (9 PUR3d 209), the commission excluded miscellaneous donations but 
allowed one-half of the amount contributed to the Red Cross, community chest, 
and chambers of commerce. The Ohio commission has allowed contributions 
as an operating expense when not excessive and when within the reasonable 
exercise of managerial discretion (74 PUR NS 5), where not sufficient in 
magnitude to affect rates appreciably (75 PUR NS 97), and where the purpose 
was not questioned and the amount was reasonable (82 PUR NS 341). 

The North Dakota supreme court took the position that if the commission 
had concluded some donations were improper and some so large as to constitute 
an abuse of discretion, it should have said so (39 PUR NS 219). Simply to 
reduce the allowance for dues and donations was an attempt to control the 
discretion of the company’s management. 





Review of Current Cases 


Gas Sales before Completion of Production and Gathering 
Fall within Scope of Natural Gas Act 





HE Federal Power Commission over- 

ruled exceptions filed by three pro- 
ducers to decisions of a presiding ex- 
aminer denying exemptions from the pro- 
visions of the Natural Gas Act. The com- 
mission noted that the case presented for 
the first time the question as to whether a 
sale of natural gas before the completion 
of “production and gathering” is exempt 
from the act by reason of the exclusionary 
provisions of § 1(b). The commission 
gave a negative answer to the question. 


Casinghead Gas 


Two of the producers claimed that their 
sales were sales of casinghead gas and 
consequently not within the definition of 
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natural gas in § 2(5) of the act. The com- 
mission dismissed this claim and pointed 
out that many court decisions supported 
the examiner’s finding that casinghead gas 
was within the scope of the act. 


Weight Accorded Testimony 


A witness presented by one of the pro- 
ducers offered testimony which the com- 
mission considered most conclusive as to 
the interstate character of the gas pro- 
duced by his company. He testified that he 
checked with plant operators through 
whose plants his company’s gas was 
processed and found: (1) That the gas 
was commingled in the processing plants 
with natural gas from other sources; (2) 
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that the commingled gas in whole or in 
part was sold by the plant operators to 
interstate pipelines for transportation 
across state lines for ultimate public con- 
sumption. 

The commission conceded that the tes- 
timony was neither extensive nor over- 
detailed but found that it was neverthe- 
less most conclusive since it represented a 
considered judgment and opinion of a 
witness who was under oath and was giv- 
ing testimony adverse to the interests of 
his company. 


Intent or Control of Shipment 


A producer’s indifference to or lack of 
control over the gas after sale to the 
processor is not decisive. It is not neces- 
sary that the producer intended to sell his 
gas in interstate commerce. A reasonable 
anticipation that the gas will flow in inter- 
state commerce is sufficient to bring it 
within the scope of the act. The fact that 
an intermediary such as a gasoline plant 
makes a resale of the gas prior to its enter- 
ing into interstate commerce does not af- 
fect the interstate character of the orig- 
inal sale. 


Effect of State Regulation 


Finally, the commission took pains to 
point out that its decision was not predi- 
cated upon the existence or absence of 
state regulation with respect to wellhead 
prices. The degree of state regulation and 
state opposition to federal control, the 
commission continued, is not determina- 
tive of the jurisdiction of the federal 
commission. 


Dissenting Opinion 


Commissioner Digby did not agree en- 
tirely with the majority decision. The 
majority, he said, held that the Natural 
Gas Act applies to all sales of gas whether 
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to an interstate pipeline or not and whether 
occurring before, during, or after produc- 
tion or gathering had been completed sole- 
ly because some or all of the gas ultimately 
is transported by an interstate pipeline 
company. Such a rule, in his opinion, 
“represents an unwarranted assumption 
by the commission of power not only not 
delegated to it but also specifically denied 
to it in § 1(b) of the act.” 

Commissioner Digby carefully reviewed 
the leading cases defining the scope of the 
Natural Gas Act with a view toward sup- 
porting his position that there are some 
“nonjurisdictional” sales of natural gas 
and that it is error to assume that the 
Federal Power Commission has complete 
jurisdiction whenever a portion of a gas 
shipment finds its way into the full stream 
of interstate commerce. 

He then analyzed the different types of 
sales concerning which each producer had 
sought a determination and concurred 
with the majority as to the jurisdictional 
status of sales under the “El Paso” form 
of casinghead gas contract. The distin- 
guishing feature of this type of sale is a 
contractual provision committing all 
residue gas to interstate transmission. 


Sales Preceding Gathering 


Other sales were made to plant opera- 
tors engaged in producing casinghead 


. gas, gathering and processing it, and sell- 


ing the resulting products at the outlet of 
the plant. These were made pursuant to 
standard form casinghead gas contracts. 
Disposition of the residue gas was not 
within the producers’ control. The pur- 
chaser, having absolute title, might com- 
mit some, all, or none of the gas to inter- 
state commerce as it saw fit. Such sales, 
the dissenting commissioner observed, 
precede gathering, processing, and recov- 
ery of the merchantable fuel which is fit 
for interstate transmission and precede the 
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sale which commits the gas to interstate 
use. 

This type of sale, he held, is patently 
not the type held to be within the scope 


of the act, by the Supreme Court in the 
Phillips Case. Re Deep South Oil Co. of 
Texas, Docket No. G-2952, Opinion No. 
284, September 9, 1955. 


Abandonment of Natural Gas Service and Shift of 
Released Gas to Other Channels Defeated 


HE Federal Power Commission re- 

jected an application by a gas pro- 
ducer for a certificate to sell and deliver 
natural gas in interstate commerce and to 
abandon certain other service. The com- 
mission left no doubt as to its jurisdiction 
over the proceeding. The removal of gas 
from a stream being sold directly to an 
interstate pipeline for resale requires com- 
mission permission. 


Rights under State Law 


A contention that the commission’s au- 
thority was limited by contractual rights 
to take gas in kind (vested under state 
law) was rejected. Such contractual rights, 
the commission said, presuppose conform- 
ance with existing laws requiring com- 
mission approval of the service abandon- 
ment. The jurisdiction of the commission 
over natural gas sales is not affected by the 


fact that such sales are made at or near 
the wellhead prior to production and 
gathering. 


Public Convenience 


The proposed abandonment was denied 
because it involved a shift of gas supplies 
from one segment of the public to the 
other and because it could be achieved 
only through increased costs to the pipe- 
line companies and additional expendi- 
tures for the rendition of the service. Un- 
der these circumstances, the commission 
concluded that the proposal was not con- 
sistent with the present or future public 
convenience and necessity since ultimately 
the increased costs would have to be 
passed on to the public. Re Dixie Pipe 
Line Co. et al. Opinion No. 285, Docket 
Nos. G-2401, G-2693-2711, G-2768, 
G-6807, G-3105, September 9, 1955. 


Gas Service Certificate Awarded Applicant 
Best Able to Serve 


‘is two rival applicants for a certificate 
to provide gas service to several com- 
munities, the New Mexico commission 
granted the requested authority to one of 
them, a gas distributing company which 
was found better able to serve the public, 
and denied the application of the other, 
an individual, except as to certain uncon- 
tested authority. The commission ob- 
served that an urgent need existed for the 
proposed service. 
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Comparative Ability to Serve 


Aside from franchise authority, the 
company exhibited definite arrangements 
for financing the necessary construction, 
indicating ample financial ability on its 
part to undertake the project. It also satis- 
fied the commission that the facilities it 
proposed to install were entirely adequate. 

On the other hand, though the under- 
taking required a considerable investment, 
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the individual applicant was unable to 
show any certain or specific financial ar- 
rangements to meet the cost of construc- 
tion. The commission noted, moreover, 
that he offered no engineering study of 
the much smaller facilities which he pro- 
posed to use. Their adequacy was sup- 
ported only by his own testimony though 
he professed no experience in designing 
pipeline systems. 

The need for gas service being shown, 
the commission said it must consider the 
comparative financial ability of the two 
applicants as well as the adequacy of the 
facilities they proposed to construct. The 
commission decided that the public con- 
venience and necessity could best be served 
by granting the company’s application and 
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denying the one filed by the individual, 
notwithstanding that the latter was in fact 
filed before the other application. 


Uncontested Authority Granted 


But an uncontested portion of the in- 
dividual’s application seeking authority to 
serve another and smaller area was 
granted. The investment required for this 
undertaking was small, and most of the 
necessary facilities had already been in- 
stalled. The applicant’s financial ability to 
provide this service, as shown by definite 
proof, appeared to be adequate, as did 
the facilities he proposed to use. Re Eding- 
ton, Case No. 444, September 13, 1955; 
Re Lea County Gas Co. Case No. 445, 
September 13, 1955. 


Pipeline Bonds with High Redemption Premiums Exempted 
From Competitive Bidding and Stock Acquisition Allowed 


MERICAN NATURAL GAS COMPANY, a 
holding company, and its interstate 
natural gas pipeline subsidiary, American 
Louisiana Pipe Line Company, received 
Securities and Exchange Commission ap- 
proval with respect to (1) the issue and 
sale by the holding company to its com- 
mon stockholders additional shares of 
common stock pursuant to a 1-for-5 un- 
derwritten rights offering; (2) the issue 
and sale by the pipeline company and the 
acquisition by its parent of common stock; 
and (3) the issue and sale by the pipeline 
company to two insurance companies of 
$97,500,000 principal amount of first 
mortgage pipeline bonds. 

The holding company controls a natural 
gas system, and the subsidiary was organ- 
ized for the purpose of obtaining addi- 
tional gas for the system to meet presently 
unsatisfied needs. It was contemplated 
that upon completion of the new pipeline 
being financed by the transactions it would 
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be possible for the distribution companies 
in the system to eliminate existing re- 
strictions on new loads. 


Redemption Premiums 


The pipeline bonds will be redeemable, 
other than through operation of a sinking 
fund, at the option of the company at any 
time at prices beginning at 1044 per cent 
of principal amount with declining prices 
until a specified date, after which the re- 
demption price will be at principal amount. 
Higher redemption prices are provided 
if the redemption is carried out, directly 
or indirectly, as a part of, or in anticipa- 
tion of, any refunding operation involv- 
ing the incurring of indebtedness which 
has an interest rate or cost to the com- 
pany of less than the existing interest 
rate of 44 per cent per year. 

These premiums would make refund- 
ing unlikely for some period of years. 
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The commission did not believe, however, 
that this constituted a basis for imposition 
of a condition requiring renegotiation of 
the premiums with institutional investors. 
It accorded appropriate weight to the posi- 
tion of the Federal Power Commission, 
which had approved the terms of the fi- 
nancing, and to the views of the affected 
state and municipal regulatory authorities. 
The commission did, however, reaffirm 
its general policy against nonredeemable 
features in senior securities. 

The commission believed that if it im- 
posed a condition requiring reduction of 
the call premiums, the entire bond pur- 
chase agreements, including the interest 
rate on the bonds, would have to be re- 
negotiated. It noted the uncertainties 
which existed in money rates when it en- 
tered its approval order. It concluded that 
a renegotiation might well have worked 
to the detriment of investors in the issuer’s 
parent. 

It also pointed out that the bonds were 
likely to be retired through operation of 
a sinking fund over their life at principal 
amount without premium. 


Competitive Bidding 


The pipeline company had entered into 
a bond purchase agreement with the Met- 
ropolitan Life Insurance Company and 
the Mutual Life Insurance Company of 
New York. Its request for an exemption 
from competitive bidding requirements 
was granted by the commission in view 
of the size of the bond issue and the fact 
that the bonds were to be issued in instal- 
ments during construction of the pipeline. 
The commission did wonder, however, 
whether competitive conditions had been 
maintained in negotiations for the sale of 
the bonds. It pointed out that in previous 
cases it has indicated that even though 
relaxation of the competitive bidding re- 
quirements may be appropriate, the seller 
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must show that competitive conditions 
have been maintained by discussing the 
proposed sale of securities with a reason- 
able number of possible purchasers or 
underwriters. 

In granting the exemption, the commis- 
sion warned that in the future it shall ex- 
pect, as a condition to obtaining an exemp- 
tion, that an issuer give evidence that it 
has discussed a proposed issue with a rea- 
sonable number of prospective purchasers. 
The commission was satisfied that the 
management of the company acted in good 
faith and in the exercise of its best judg- 
ment in not further exploring possible 
purchasers or underwriters. Neither Met- 
ropolitan nor Mutual is in any way affli- 
ated with the pipeline company, or with 
any other company in the holding com- 
pany system. The bargaining was consid- 
ered to have been wholly at arm’s length. 

The commission believed that if it 
should insist upon a renegotiation of the 
sale of the bonds, there would be an in- 
crease rather than a decrease in the cost 
of money to the issuer. Moreover the con- 
sumer and public interest called for the 
earliest possible construction of the pipe- 
line, and this would be delayed if the ex- 
emption were denied. 


Holding Company Acquisition 


The holding company’s acquisition of 
the subsidiary’s stock was held to be rea- 
sonably incidental and economically nec- 
essary and appropriate to the operations 
of the holding company system. The pri- 
mary purpose of the pipeline company 
was to serve the operating gas utility sub- 
sidiaries of the holding company, and the 
bulk of the gas to be transported would 
go directly or indirectly to those system 
companies. The natural gas proposed to 
be transported was functionally related to 
the operations of the gas distribution prop- 
erties. The integrated gas utility system 
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was located in a single area or region and 
this area was not so large as to be pro- 
hibited under the standards of § 2 (a) 
(29) (b) of the Holding Company Act. 

The commission considered the ques- 
tion whether the acquisition was incon- 
sistent with the public interest or the in- 
terest of investors or consumers within 
the concept of the standards of the Hold- 
ing Company Act. A claim was made that 
the rates that would be charged between 
the various affiliated interests would not be 
arrived at by arm’s-length bargaining and 
that this was inappropriate under the act. 
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But, the commission said, Congress rec- 
ognized that there would be dealings be- 
tween companies within the same holding 
company system. The act contains safe- 
guards with respect to a great many of 
those dealings. Furthermore, the commis- 
sion pointed out that the question of fair- 
ness of interstate rates for natural gas 
purchased for resale is entrusted not to it, 
but to the Federal Power Commission, 
and the question of local intrastate rates 
is entrusted to the state commissions. Re 
American Nat. Gas Co. File No. 70-3389, 
Release No. 12991, September 20, 1955. 


Expenses of Telephone Exchange Adjusted 


HE Illinois commission awarded a 

telephone company an increase in ex- 
change rates somewhat less than the com- 
pany’s application contemplated. The 
rates authorized would provide a return 
of 5.6 per cent on a fair value rate base, 
excluding going value. 


Traffic and Maintenance 


The commission made adjustments in 
traffic expense to cover increased payrolls 
after conversion of various exchanges 
from agency-operated to company-op- 
erated exchanges. A request for an allow- 


ance of increased maintenance cost was 
denied, however, inasmuch as no testi- 
mony was offered as to improved service. 
The commission further observed that the 
company’s maintenance expense and ac- 
tual troubles per station were comparable 
to other companies now operating in the 
state. 

The commission allowed the company to 
charge rate case costs to operating ex- 
penses but required that they be amortized 
over a 5-year period instead of three years 
as requested. Re Illinois Teleph. Co. 
42168, August 17, 1955. 


“Piggy-back” Service and Rates Approved 


a charged by eastern railroads for 
door-to-door, “piggy-back,”’ trailers- 
on-flatcars service were held “just and 
reasonable” by the Interstate Commerce 
Commission, and the lawfulness of the 
service itself, without a motor carrier 
certificate, was reaffirmed. The railroads 
involved were the Baltimore & Ohio; 
the Delaware, Lackawanna & Western; 
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the Erie; the New York, Chicago & St. 
Louis ; the Pennsylvania; and the Wabash. 
A number of terminal railroads and cer- 
tain motor common carrier interests pro- 
tested the rates. 


Rates Fixed Competitively 


The rates complained of apply to 
freight picked up from shippers and 
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loaded in trailers, transported intercity on 
flatcars, and then delivered in the same 
trailers to the consignees. The railroads 
had established the rates at a level intended 
to meet competing truck rates as nearly 
as possible. The protestants were denied 
an order requiring that railroad rates be 
no lower than competitive truck rates. 

The railroads pointed to the heavy 
diversion of traffic to highway carriage 
and asserted that their survival depended 
on their ability to arrest this adverse trend 
by conducting “piggy-back” operations. 
Quoting an earlier decision, the commis- 
sion agreed that such service must be sup- 
plied if the railroads are to maintain their 
position against motor carriers. The rates 
charged, being designed to meet motor 
carrier competition, were found to be 
“consistent with the national policy to 
avoid unfair or destructive competitive 
practices.” 


Terminal Area Rates 


The commission overruled contentions 
that the railroads were collecting and de- 
livering freight beyond the boundaries of 
their terminal areas and were therefore 


operating in violation of published tariffs 
for the terminal areas. The commission 
also overruled a contention that opera- 
tions outside terminal areas required op- 
erating certificates. Collection-and-deliv- 
ery service performed by these railroads 
was incidental and proper to transporta- 
tion by rail. Such service, accordingly, was 
within the exemption provided in the act 
and might be lawfully performed without 
a motor carrier certificate. 


No Discrimination 


The motor truck operators urged, final- 
ly, that in making trailers-on-flatcars 
service available only for freight handled 
in their own trailers, the railroads dis- 
criminated against such motor truck car- 
riers, who are, of course, shippers as to 
any transportation performed for them by 
the railroads. But observing that the serv- 
ice was available to all shippers alike, in- 
cluding the truckers, who tender shipments 
that can be transported in the railroads’ 
equipment, the commission found that 
there was no unlawful discrimination. Re 
Trailers on Flatcars—Eastern Territory, 
I&S Docket No. 6214, July 6, 1955. 


Rehearing of Holding Company Simplification Proceeding 
Denied in Absence of Changed Conditions 


HE Securities and Exchange Commis- 

sion denied an application by the 
Louisiana commission for reopening of 
proceedings in which Louisiana Power & 
Light Company, a public utility subsidiary 
of a holding company, was required to 
dispose of its nonelectric properties pur- 
suant to § 11(b) (1) of the Holding Com- 
pany Act. The commission pointed out 
that the simplification proceedings had in- 
volved a full hearing at which the com- 
panies appeared, produced evidence, and 
presented arguments to the effect that the 
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company could retain its gas properties 
consistently with the standards of the act. 

The Louisiana commission, although 
notified of those proceedings, failed to 
appear and it took no part. After the com- 
mission had issued its findings and opin- 
ion setting forth in detail the reasons why 
the standards of § 11(b)(1) would not 
permit the retention of the nonelectric 
properties, no petition for a review of the 
order was filed. 

Under § 11(b) of the act, the Securities 
and Exchange Commission may “revoke 
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or modify any order previously made un- 
der this subsection if, after notice and 
opportunity for hearing, it finds that the 
conditions upon which the order was 
predicated do not exist.” It carefully con- 
sidered the offer of proof made by the 
Louisiana commission and the related 
arguments and found no basis for a re- 
hearing. The state commission sought to 
show that independent operation of the 
gas system would increase expenses. But 
the Securities and Exchange Commission 
recognized that separation of electric and 
gas utility systems from common control 
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frequently results in some increase in op- 
erating expenses. In the original hearing 
it pointed out that the company could re- 
tain its gas operations only if they were 
so small that they could not operate eco- 
nomically under separate management. 
However, it had found that the properties 
were capable of effective and economical 
operation as a separate entity. The state 
commission in its offer of proof failed to 
indicate that this conclusion was incorrect. 
Re Middle South Utilities, Inc. File Nos. 
59-100, 54-139, 70-3315, 31-620, Release 
No. 12978, September 13, 1955. 


Freight Claim Allowed on Reclassified Freight Risk 


‘oe United States court of claims 
ruled that an action by a railroad 
against the federal government on a claim 
for freight charges should not be suspend- 
ed in order first to obtain a determination 
by the Interstate Commerce Commission 
as to the reasonableness of the rate on 
which the charges were based, since the 
statute of limitations had run against the 
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Preferential Gas Rate 
Approved to Meet Oil Competition 


HE California commission has ap- 

proved a 3-year preferential rate 
contract entered into by a natural gas dis- 
tributing company for the supplying of 
interruptible gas service to a large indus- 
trial user. Similar preferential contract 
rates were earlier approved for service 
by this company to other industrial con- 
sumers. In the instant case the cost of the 
main installation was borne by the cus- 
tomer. 

The special rate was shown to be nec- 
essary to meet the competitive price of 
fuel oil. 

The state. commission found that the 
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government’s right to have such reason- 
ableness determined. 

Nor should the railroad be estopped, 
the U. S. court of claims said, from 
claiming the full amount of the charges, 
though a lower rate based on a lower risk 
classification was earlier offered but sub- 
sequently rescinded. Western P. R. Co. v. 
United States, 131 F Supp 919. 


for Industrial User 


contract rate would not be detrimental to 
existing customers and that the service 
would add slightly to the net revenues of 
the company. 

The commission expressed itself, how- 
ever, as opposed to the rendering of serv- 
ice at rates not filed. It therefore required 
in its order that these preferential rates 
be filed as a schedule of rates applicable 
in particular circumstances, so that they 
may be readily available for inspection by 
anyone who might wish to obtain service 
under similar circumstances. Re Pacific 
Gas & E. Co. Decision No. 51999, A ppli- 
cation No. 37028, September 27, 1955. 
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Conditional Rate Increase Granted Gas Utility 
To Meet Tentative Cost Increases 


HE New Mexico commission granted 

a natural gas distributing company 
a rate increase calculated to produce a re- 
turn of 6.31 per cent on a substantially 
original cost rate base. The revenues antici- 
pated from the increase were considered 
sufficient to cover the increased cost of 
gas purchases as well as higher operating 
costs, enable the company to meet its debt 
charges, provide a reasonable return to 
investors, and attract new capital. The 
rate increase was, however, conditioned 
upon the outcome of a proceeding then 
pending before the Federal Power Com- 
mission relating to rates for gas purchased 
by the company. 


Rate Base 


In determining accrued depreciation, 
the company was allowed to use the 
straight-line method based on a composite 
rate of 3} per cent applied to all depre- 
ciable property, instead of the retirement 
reserve method, as formerly used, based 
on a rate of 5 per cent of gross sales. The 
allowance thus approved, being substan- 
tially greater than the other, was consid- 
ered more adequate for rate-making pur- 
poses. 

Approximately 13 per cent of the total 
rate base as finally determined was allowed 
for materials and supplies, and about 34 
per cent was approved for working capi- 
tal. An amount claimed for uncollectible 
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accounts, however, was disallowed as an 
item in the allowance for working capital. 


Expense Items 


The commission adjusted the com- 
pany’s federal and state income taxes for 
the test period so as to give effect to the 
anticipated increase in the utility’s taxable 
income resulting from the proposed rate 
increase. 

An amount representing a deferred in- 
come tax attributable to accelerated amor- 
tization and set aside as surplus for pay- 
ment of the future tax was not allowed 
as a deduction from revenues. To allow 
this item, said the commission, would be 
to compel the ratepayers to bear more than 
their fair share of the depreciation ac- 
tually attributable to the company’s plant, 
as to which such rapid amortization for 
tax purposes is allowable. 

The company included in operating ex- 
penses an item for leakage and other losses 
of gas amounting to 11.5 per cent of all 
gas purchased during the test period. 
While the commission noted that the size 
of that figure indicated a need for in- 
creased attention to maintenance, it said 
the need was not alone sufficient to war- 
rant disallowance of the item as an op- 
erating expense, since losses of that pro- 
portion are not unusual. Re Lea County 
Gas Co. Case No. 449, September 22, 
1955. 


Motor Carrier Fails to Prove High Rate 
Applicable to Radar Equipment 


N action by a motor carrier to recover 
double the first-class charges for the 
transportation of radar sets for the gov- 
ernment was dismissed by the United 
States court of claims. The sets were 
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classified as radio equipment subject to a 
first-class rate both by the government and 
by the American Trucking Association, 
and the charges based on the first-class 
rate were paid. In this action the carrier 
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asserted that the sets should have been 
classified as “range or height finders” or 
as “scientific instruments,” both of which 
carry double the first-class rate. 


Classification Criteria 


The carrier, if it is to prevail, said the 
court, has the burden of showing that the 
applied classification is wrong and that 
the proposed classification is correct. 
Neither of these elements was proved by 
the carrier. The opinion indicated that 
even if both the applied and the proposed 
classifications and tariffs were equally ap- 
propriate, the shipper would be entitled 
to have applied the one specifying the 
lower rates. 

It was pointed out, also, that the classi- 
fication of the sets as radio equipment by 


the National Classification Board of the 
American Trucking Association, of which 
this carrier is a member, was very impor- 
tant to the determination of the issue, for 
the board was established by the trucking 
industry for the specific purpose of creat- 
ing and interpreting classification sched- 
ules, and acts as the representative of the 
carriers. 

For the purposes of transportation rate 
classification, the court said, the article as 
a whole as well as the nature of it must 
be looked to rather than merely its use. 
Therefore, considering the underlying 
transportation characteristics involved, it 
was concluded that the radar sets were so 
similar to radio equipment that they were 
properly classified as such. Buch Express, 
Inc. v. United States, 132 F Supp 473. 


Statute Inapplicable to Apportionment 
Of Crossing Cost 


HE Missouri Public Service Commis- 
sion authorized the state highway 
commission and a railroad company to 
construct a highway overhead crossing of 
the railroad’s tracks near St. Louis. It was 
predicted that the daily highway traffic 
would attain 40,000 vehicles, and the rail- 
road traffic was expected to number 25 
trains a day. 
By acontract with the railroad, the high- 
way commission undertook to be respon- 


sible for the entire cost and future main- 
tenance of the crossing. Calling attention 
to a state statute providing that not more 
than one-half the cost of a grade separa- 
tion may be apportioned to the highway 
commission, the public service commission 
ruled that the statute did not apply in this 
instance because the structure was to be 
paid for with federal funds in acccordance 
with federal regulations. Missouri State 
Highway Commission v. Wabash R. Co. 
Case No. 13,115, September 21, 1955. 


Federal Court Upholds ICC Authorization 
Of Railroad Ferry Abandonment 


bbe district court of the United States 
dismissed an action by the public 
service commission of New Jersey and 
the state of New Jersey to enjoin and set 
aside an order of the Interstate Commerce 


Commission authorizing the Delaware, 
Lackawanna & Western Railroad to aban- 
don a ferry service operating between 
Hoboken, New Jersey, and New York 
city. The action was brought on the 
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ground that the order was invalid and 
that, therefore, the contemplated aban- 
donment would be effected without proper 
authority, contrary to the provisions of 
the Interstate Commerce Act. 

The court upheld the standing of the 
state and its commission, under the act, 
to maintain the action, the former as a 
“party in interest” and the latter as a 
“commission .. . of the state... affected.” 
Unchallenged interventions on both sides 
were allowed to “parties in interest.” 


Questions as to the Findings 


The commission found that the ferry 
service sustained heavy losses during the 
years 1948-53. It was also found that 
a substantial part of the ferry’s customers 
would by its abandonment be put to great- 
er expense for transportation. Parties op- 
posing the abandonment insisted that the 
commission made unwarranted and in- 
sufficient findings of fact, and it was 
urged that the commission’s allocation of 
train fares between rail transportation and 
ferry service, for the purpose of ascertain- 
ing losses, was faulty. 

The court found no merit in either of 
these contentions. It declared that the al- 
locations were a matter of accounting 
standards which, if not arbitrary, are sub- 
ject only to the judgment of the commis- 
sion. 

Opposing parties contended that the 
commission failed to rule on their argu- 
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ment that service should be continued sub- 
ject to a proposed, specified fare increase. 
The court was persuaded, however, that 
the commission’s finding that the future 
volume of traffic available to the ferry 
would not support a fare increase large 
enough to offset expected losses from con- 
tinued operation was a sufficient ruling in 
the matter. 


Standards Applied 


The court discussed the standards to be 
applied by the commission in determining 
whether an abandonment of a public util- 
ity service should be permitted. Quoting 
court decisions, the opinion asserted that 
the sole test prescribed is that abandon- 
ment be consistent with the public neces- 
sity and convenience. In determining the 
issue, the court said, the commission must 
have regard to the needs of both intra- 
state and interstate commerce. The bene- 
fits of abandonment to one should be 
weighed against the inconvenience and loss 
to the other, and, conversely, the benefits 
of continued operation to commerce 
should be weighed against the burdens 
thereby imposed upon other commerce. 

Finally, said the court, since the com- 
mission is the expert in balancing the con- 
siderations in this field and since in this 
case it has not arbitrarily done so, its de- 
cision must be upheld. New Jersey Board 
of Pub. Utility Comrs. v. United States, 
132 F Supp 379. 


Village Water Utility Authorized to Operate 
With Consumer-financed Meters 


ee Wisconsin commission granted a 
certificate authorizing a village to in- 
stall a water system and operate as a pub- 
lic utility. Private wells in the village 
were found to be subject to pollution, and 
public fire protection was inadequate. 
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A financing arrangement was approved 
whereby 25 per cent of the cost of the 
system would be obtained from front-foot 
assessments, 60 per cent from the sale of 
mortgage revenue bonds, approximately 
8 per cent from the village general fund, 




















XUM 


PROGRESS OF REGULATION 


and about 7 per cent from a tax levy. The 
commission authorized temporary rates 
calculated to produce a return of 54 per 
cent on a rate base consisting of the total 
estimated cost of the facilities less the 
front-foot assessments plus a very small 
allowance for working capital. The return 
was said to be fair and reasonable. De- 
preciation expense at a rate of 1.19 per 
cent was approved. 

In order to avoid unmetered, flat-rate 
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charges for service as proposed by the 
village, for lack of funds with which to 
provide meters, the commission author- 
ized a plan whereby meters would be 
initially furnished at the consumers’ ex- 
pense. It was further provided, however, 
that after a 5-year period, the utility 
would reimburse the customers by means 
of regular deductions from their water 
bills. Re Village of Friesland, CA-3354, 
September 20, 1955. 


Contaminated Village Water Ordered Improved 
By “Reasonable” Effort 


N its own motion the Missouri com- 
mission investigated the adequacy of 
a small village water supply system. Rul- 
ing that the system constituted a public 
utility and ascertaining that the supply was 
contaminated, the commission ordered 
the owners to take immediate steps to ren- 
der the water potable. 
Since it appeared, however, that the 
owners were unable to spend a large sum 
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on the system and that in any event reve- 
nues could not be made sufficient to afford 
an adequate rate of return on a large in- 
vestment, the commission adopted in its 
order the proposal of the owners that if, 
after spending a specified “reasonable” 
sum for improvements, the water could 
not be made potable, abandonment may be 
considered. Re Chastain, Case No. 12,670, 
September 12, 1955. 


Refusal of Company to Supply Interruptible Gas 
Ruled Not Discriminatory 


HE Missouri commission dismissed 
the complaint of an industrial user of 
gas requesting a declaration that it was 
entitled to interruptible gas service from 
a distributing company during a period 
extending back several years. Throughout 
this time, firm service was accepted by the 
consumer since interruptible service was 
twice refused, upon oral request, on the 
ground that it was not available to appli- 
cants in the complainant’s situation. 
After the two requests were made, in- 
terruptible gas became available. The 
complainant did not, however, apply for 
it again until after the period here in ques- 
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tion, nor did the company expressly offer 
it. 

Under these circumstances and contrary 
to the complainant’s contentions, the com- 
mission held that the oral applications 
were not continuing ones and that the 
company was not obliged to notify the ap- 
plicant if and when interruptible service 
became available. The company was not, 
therefore, guilty of any undue or unrea- 
sonable discrimination against the com- 
plainant in this particular. 

It was urged, further, that the company 
discriminated against this user by refusing 
the second request for interruptible serv- 
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ice because other consumers were then re- 
ceiving such service. Again the commis- 
sion disagreed. It found that no inter- 
ruptible gas was being served at that time 
to any plants in the situation of the com- 
plainant, within the meaning of the ap- 


plicable statutes, and therefore, on this 
point as on the other, no discrimination 
could be ascribed to the company’s action. 
Shop Towel Service Co., Inc. v. Laclede 
Gas Co. Case No. 13,090, September 2, 
1955. 





Other Recent Rulings 


Municipal Electric Rate. The Indiana 
commission ordered a municipal electric 
utility to reduce rates 10 per cent where 
the utility’s present schedules were based 
upon a plan for capital expenditures and 
complete rehabilitation of plant in a period 
of less than five years, which plan resulted 
in an unnecessarily high burden being 
placed upon present-day customers to the 
advantage of future ratepayers. Fe 
Knightston, Indiana Electric Utility, No. 
25973, July 1, 1955. 


Service in Annexed Area. A municipal 
water utility was required by the Wiscon- 
sin commission to serve certain residents 
within an area annexed to the city, not- 
withstanding that an appeal from a lower 
court decision upholding the validity of 
the annexation was pending, where the 
municipality had, in all ways, except for 
water service, treated the residents as be- 
ing within the city and the utility had the 
necessary water and facilities to serve the 
premises. Community Developers, Inc. v. 
City of Milwaukee, 2-U-4444, September 
o5 aa. 


Evidence to Support Freight Charge. 
Common carriers requesting authority to 
increase certain split pick-up and delivery 
freight charges, held the California com- 
mission, are not required to present evi- 


dence relating to expenses, revenues, and 
rate of return where the proposed increase 
embraces only a small segment of total op- 
erations. Re Southern Pacific Co. et al. 
Application No. 36711, Decision No. 
51965, September 13, 1955. 


Court Referral to ICC. The United 
States court of appeals held that a federal 
district court has the power to stay pro- 
ceedings before it pending action by the 
Interstate Commerce Commission but not 
to refer to the commission proceedings 
which the commission is without power to 
entertain. United States v. Chesapeake & 
O. R. Co. 224 F2d 443. 


Return for Electric Company. An elec- 
tric company earning a return of 5.24 per 
cent on an original cost rate base was 
granted a rate increase by the Maine com- 
mission sufficient to raise the rate of re- 
turn to 5.7 per cent, such increase being 
considered moderate and reasonable. Re 
Bangor Hydro-Electric Co. FC No. 
1474, August 24, 1955. 


Return for Electric Company. The II- 
linois commission considered a return of 
5.8 per cent on an electric company’s fair 
value rate base just and reasonable. Re 
Central Illinois Light Co. 42127, Septem- 
ber 8, 1955. 
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How soon will 
your future 
be in this picture? 


These new ultra high voltage switches, the first to be 
ordered and built in this country, are now installed and 
in service. They are the forerunners for handling heavy 
power loads of the future. 





Built along the same basic principles as lower voltage 
MK-40 switches, which have become the standard of 
comparison, these 330 kv switches set a new standard 
for ultra high voltage service. They also represent the 
advantages offered all utilities through DELTA-STAR 
specialization in carefully engineered, specially designed 
high voltage switching equipment. 

Whether you now need switches of high voltage ratings, 


high current ratings or normal ratings, your preferred 
source, more than ever, is DELTA-STAR. 





DELTA-STAR 330 kv, 1600 Ampere MK-40 Air Switch 


This giant size switch has every feature incorporated 
in all DELTA-STAR MK-40 switches. Included are 
rugged high pressure contacts construction and 
efficiency, simplified blade actuating mechanism, a 
minimum number of current inter-change surfaces 
and ease of operation. 

DELTA-STAR MK-40 switches are available in voltage 
ratings from 7.5 to 380 kv, and current ratings from 
400 to 5000 amperes. 


When you want the best in high voltage switching equipment—specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVIS 
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YOUR 
Special Advantage 


for NOVEMBER 


- « « » this is the SPECIAL ADVANTAGE STICKER 
ies are using this month 


on the front cover of Electrified Industry. —> 





which d of comp 


THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
. . . Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 











BURDENS are now borne in your plant 
by electricity, instead of workers’ muscles. 
The extra power to start large machines 
comes from the great power system of 


CONSUMERS POWER COMPANY 


Pass to_ 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~: Todays Kistmess 


Martin Publications - 20 No. Wacker Dr., Chicago 6 
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Industrial Progress 


Puget Sound Pwr. & Lt. 
Plans $27,000,000 Plant 


APPLICATION to the Federal Pow- 
er Commission for a license to build 
an 85,000-kilowatt hydroelectric plant 
on the Upper Baker river at an esti- 
mated cost of more than $27,000,000 
was announced recently by Frank Mc- 
Laughlin, president of Puget Sound 
Power & Light Company. 

The proposed dam, some 300 feet 
high, would be located about eight 
miles above the company’s present 
Baker river project and would im- 
pound about 238,000 acre-feet of wa- 
ter in a reservoir nine miles long, thus 
providing greeter control of the Bak- 
et river flow. This will permit an- 
other 55,000 kilowatts of added ca- 
pacity to be installed at the present 
Lower Baker plant. The two projects 
will total 140,000 kilowatts of new 
generation at an estimated cost of $35 
million. 

When the FPC has issued the li- 
cense, construction on the Upper 
Baker project will start as soon as 
weather permits next spring. Com- 
pletion of the entire development is 
scheduled for 1959. 

“We believe that new ideas and 
methods developed in close coopera- 
tion with State authorities over the last 
several years of study and experi- 
mentation will furnish a satisfactory 
solution to the problem of handling 
migratory fish,’ Mr. McLaughlin 
said, 

Commenting on the October 12, 
1955, resolution of the Skagit County 
Public Utility District authorizing dis- 
missal of its condemnation case 
against Puget’s property in Skagit 
County, including the. Lower Baker 
River Power Plant, Mr. McLaughlin 
aid, “The action taken by the Skagit 
PUD Commissioners is certainly in 
the best interests of the people of the 
\ounty in terms of economic benefits. 
tis an important factor in Puget’s 
iecision to proceed at once with its 


proposed Upper Baker River devel- 
opment, which is a part of the Puget 
Sound Utilities Council program of 
assuring the people in the area an 
ample supply of electric power at the 
lowest possible cost.” 


Central Maine Power Plans 
To Redevelop Bar Mills 
Hydroelectric Project 


CENTRAL Maine Power Company, 
Augusta, Me., has filed an application 
with the Federal Power Commission 
for a proposed redevelopment of its 
Bar Mills hydroelectric project on the 
Saco river in Maine. 

The redevelopment would include 
the replacement of the existing hydro- 
electric station, which has a total in- 
stalled capacity of 1600 kilowatts, 
with a new station having a capacity 
of 4,000 kilowatts. The company also 
plans to lower the crest of the dam by 
1} feet and then to install higher 
hinged flashboards in place of the 
present pin-type flashboards, thus in- 
creasing the level of the pond about 
11 feet. 


Tennessee Gas Transmission 
Company to Increase 
System Capacity 


THE Federal Power Commission has 
authorized Tennessee Gas Transmis- 
sion Company, of Houston, Texas, to 
construct new pipeline facilities, esti- 
mated to cost $56,001,000, to increase 
the capacity of its transmission system 
by 107,610,000 cubic feet of natural 
gas per day. 

Tennessee’s project will increase its 
system average-day design capacity 
from 1,728,390,000 cubic feet to 1,- 
836,000,000 cubic feet, and the peak- 
day design capacity from 2,115,969,- 
000 cubic feet to 2,223,579,000 cubic 
feet. The new facilities will be used 
to supply gas to 8 new wholesale cus- 
tomers, to increase sales to 22 exist- 
ing customers, and to serve two towns 
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and one company which had inter- 
vened in the proceedings for alloca- 
tions of gas. 

Tennessee will build approximately 
220 miles of 26 and 30-inch main line 
loops paralleling sections of its system 
in Kentucky and Ohio, with installa- 
tion of 12,540 horsepower of addi- 
tional compressor facilities scheduled. 
The company also will construct 376 
miles of lines required to connect its 
new gas supplies, 355 miles of which 
will comprise an extension of its sys- 
tem into southeastern Louisiana in or- 
der to purchase gas from the five pro- 
ducers whose applications were ap- 
proved. 


GAMA Industrial Division 
Issues Equipment Book 


THE 1955 edition of “A List of Gas 
Equipment for Industrial Uses” has 
just been issued by the Industrial Gas 
Equipment Division of the Gas Appli- 
ance Manufacturers Association. 

This fourth edition is divided into 
three sections. The first section lists 
the names and addresses of the var- 
ious manufacturers of industrial gas 
equipment and the particular products 
of each company. The second section 
lists alphabetically gas equipment and 
accessories followed by the names of 
the companies that makes each one of 
these products. The third section lists 
the various trade names under which 
products are sold and the company 
that makes them. 

All manufacturers listed in the 
booklet have subscribed to the “Code 
of Ethics” which was formulated by 
the Industrial Division as a custom- 
er’s guide to the best design and finest 
performance for equipment of this na- 
ture. The code came about because 
industrial gas equipment is designed 
and constructed largely to the indi- 
vidual customer’s order only, so it is 
not possible for manufacturers to op- 
erate in accordance with the Amer- 


(Continued on page 28) 
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ican Standards of the American 
Standard Association since such stand- 
ards do not exist for the industrial 
equipment field. 

Additional copies of the booklet 
may be obtained for one dollar per 
copy by writing The Gas Appliance 
Manufacturers Association, 60 East 
42nd Street, New York 17, N. Y. 


A-C Releases New Distribution 
Transformer Bulletin 


THE story of how electrical system 
operating conditions can be improved 


through use of Allis-Chalmers distri- 
bution transformers is told in a new 
16-page bulletin released by the com- 
pany. 

The bulletin tells how 
mers distribution transformers make 
use of “Curvacore” construction 
which utilizes the directional prop- 
erties of preferred oriented cold- 
rolled core steel. It describes coil, tank 
and bushing design and construction. 

Distribution transformers covered 
in the bulletin are rated 3 through 167 
kva single-phase, 15 kv and below. 
Mechanical information concerning 


Allis-Chal- 
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This is not an offering of these shares for sale, or an offer to buy, 
offering is made only by the Prospectus. 


such shares. The 


or 2 solicitation of an offer to buy, any a/ 


1,000,000 Shares 


Pacific Gas and Electric Company 
4.36% Redeemable First Preferred Stock 


Par Value $25 per Share 


Price $25.50 per share 


Coptes of the Prospectus may be 


obtained from any of the several under- 


writers only in States in which ac underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed 


Blyth & Co., Inc. 


Dean Witter & Co. 
Smith, Barney & Co. 
Goldman, Sachs & Co. 


Lehman Brothers 


The First Boston Corporation 
Eastman, Dillon & Co. 
Kidder, Peabody & Co. 


Harriman Ripley & Co. 
Ghue; Forgan & Co. 
Lazard Fréres & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


Stone & Webster Securities Corporation Union Securities Corporation White, Weld & Co. 


First California Company 
William R. Staats & Co. 
Mitchum, Jones & Templeton 
Hallgarten & Co. Hemphill, Noyes & Co. 
W. C. Langley & Co. 
F. S. Moseley & Co. 
Wertheim & Co. 
Wood, Struthers & Co. 
Bi Cp. Central Republic Company 
Hill Richards & Co. Lester, Ryons & Co. 
A.C. Allyn and Company 


Incorporated 


Alex. Brown & Sons Clark, Dodge & Co. 


Schwabacher & Co. 
Brush, Slocumb & Co. Inc. 
Shuman, Agnew & Co. 
Hornblower & Weeks 
Lee Higginson Corporation 
Paine, Webber, Jackson & Curtis 
Irving Lundborg & Co. 
Davis, Skaggs & Co. 


Baikie & Alcantara 
Coffin & Burr Equitable Securities Corporation 


Walston & Co. 
Elworthy & Co. 
Dominick & Dominick 
W. E. Hutton & Co. 
Carl M. Loeb, Rhoades & Co. 
Sutro & Co. 
— ee 
J. Barth & Co. Bateman, Eichler & Co. 
Drexel & Co. 


Crowell, Weedon & Co. 


Shields & Company Spencer Trask & Co. 


A. G. Becker & Co. 


Incorporate4 


Bear, Stearns & Co. 


Incorporated 


Estabrook & Co. | Hayden, Stone & Co. 
Laurence M. Marks & Co. 
Salomon Bros. & Hutzler 


October 25, 1955. 


Hooker & Fay 
R. W. Pressprich & Co. 
Tucker, Anthony & Co. 


E. F. Hutton & Company 
L. F. Rothschild & Co. 
G. H. Walker & Co. 


Riter & Co. 
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the units is included as well as recom- ] Plat 
mended installation practice for the | Pow 
transformers. utili 
Copies of “Allis-Chalmers Distrj- | Syst 
bution Transformers,” 61B6159E, are | state 
available on request from Allis-Chal- M 
mers Manufacturing Company, 9655S. | tion 
70th Street, Milwaukee, Wis. Syst 
ro 
FWD Plan Permits Leasing i 
Of Equipment = 
AN exclusive arrangement whereby elect 
utility companies may lease any type day i 
of FWD line maintenance and con- | at ‘th 
struction equipment at a low monthly | gicat; 
rate has been announced by lur | creas 
Wheel Drive Auto Company of Clin- | patios 
tonville, Wis. of cs 
Under the FWD plan, any type of upon 
truck for telephone or electric com- | pome 
panies may be leased for a three or | contir 
five-year period. At the end of the | Atco 
lease term, the utility company may compe 
purchase the equipment outright by J ity im 
paying 5 per cent of the original cost, potent 
may continue to lease the unit at 3 per | AGE 
cent a year, or may trade in the equip- during 
ment on a new truck with a new lease “Th 
arrangement. growtl 
According to the announcement, the J | wat 
FWD plan has been developed as a 
result of the utility company trend J i :0p 
toward leasing instead of buying lint J oon 
maintenance and construction equip J bor 
ment. — - our st 
All sizes of FWD utility trucks are power 
available under the lease plan and any J Vy: 
desired equipment may be includedmn } 514 ¢ 
the original lease price. hae ee 
Complete information about the Th 
FWD utility equipment lease arrange- th A 
ments may be obtained by writing to re h 
Four Wheel Drive Auto Company, | “™" ! 
Clintonville, Wis. is 
Jos 
AGE System to Build New Dist 
Unit at Muskingum Plant 
PLANS for the construction of ar} SOUT] 
other 225,000-kilowatt steam-electric} Telegra 
generating unit at the new Musk} has bee 
ingum river plant in Ohio were am} for the 
nounced recently by Philip Spor} match | 
president of the American Gas and} concern 
Electric Company. director 
The project will cost an estimated} formatic 
$28,000,000 and will be complete} North 
about June 1957. received 
The new unit—capable of supply | advertisi 
ing electric service to 650,000 averag J utility, 
homes—will make the Muskingum] A par 
river station one of the two large’ ] advertisi 
power plants in Ohio, second only} series 
the Kyger creek plant of Ohio Vall | match be 
Electric Corporation. Muskingu® | ferent c¢ 
(Continued on page 29) ceivers a 
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INDUSTRIAL PROGRESS 
(Continued ) 


Plant is owned and operated by Ohio 
Power Company, a principal electric 
utility operating company in the AGE 
System serving parts of 55 of the 
state’s 8S counties. 

Mr. Sporn said that the new addi- 
tion is another major step in the AGE 
System’s continuing expansion, a 

rogram which had its inception in the 
late 1940’s and which has been par- 
ticularly vigorous in the 1950's. 

Mr. Sporn said that the demand for 

electric power on the AGE System to- 


day is 13 per cent above what it was | 
at this time last year, with every in- | 


dication that it will continue to in- 


crease. He said that increasing utili- | 


zation of electric power by all classes 
of customers, with special emphasis 
upon the heat pump for year-round 
home heating and cooling, is and will 


continue to be an important factor. | 


Also, he pointed out, at no time in the 
company’s history has as much activ- 
ity involving industrial expansion and 
potential location of new industry in 


AGE System territory taken place as | 


during the past six months. 

“These two factors — our present 
growth and our indicated future 
growth—give us every reason to be- 


lieve that the generating capacity | 


which the new unit will add to our 
System two years hence will be very 
much needed. In fact, if and when 


our studies indicate that still more | 


power will be required beyond 1957 
we will make immediate starts to 
build the additional facilities to meet 
that need.” 

The new unit will be the fourth at 
the AGE System’s newest plant, 
which is located at Beverly, Ohio. 


"Joshua" Awards for Most 
Distinguished Match Books 
Announced 


SOUTHERN Bell Telephone and | 
Telegraph Company of Atlanta, Ga., | 


has been voted the “Joshua” award 
for the most distinguished use of 
match book advertising by a utility 
concern in 1955, Charles Furcolowe, 
director of the Match Industry In- 
formation Bureau, has announced. 


Northern States Power Company | 


received the award as best match book | 


advertising by an electricity supplier 
utility. 7 


A panel of outstanding leaders in | 
advertising selected the Southern Bell | 


series of eight  different-colored 


match books promoting the eight dif- | 
terent colors in which telephone re- | 


teivers are available to the public, as 
(Continued on page 30) 
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“Baby Digger” truck loads in close 
quarters - has big capacity, digs 
10”-20” wide, down to 5’ deep 


This East Ohio Gas Company 
job, the replacement of a main 
extension, shows why the 
Cleveland Model 92 “Baby 
Digger” is so widely used for 
city digging. The “92” puts the 
edge of a trench within 17 
inches of a parallel wall, loads 
excess spoil directly into trucks 
at the curb, and affords the 
operator full visibility of the 
whole job. 


Compactness, maneuverability, 
speed combinations, capacity— 
if most of your trenching jobs 


are city jobs, the “92” is the 
trencher for you! 





And does it get around! The 
“92” hustles safely from job to 
job... at legal limit speeds... 
because it’s so easily portable 
on the drop-axle, tilt-bed 
Cleveland T5 Trailer. 


Your local distributor will show you how Clevelands do more— for less 
THE CLEVELAND TRENCHER COMPANY © 20100 St. Clair Ave., Cleveland 17, Ohio 








CLEVELAND 
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the most effective promotionally by 
any advertiser in the industry. 

More than 300,000 American busi- 
ness concerns used match books for 
advertising during the past year. 

The Southern Bell match book pro- 
gram was selected by the panel of 
judges on the basis of the appropriate 
and powerful merchandising which 
the colored match book series offers 
for the colored telephone receivers de- 
signed for Bell Telephone Labora- 
tories by the noted industrial designer 
and color engineer, Howard Ketcham. 

C. L. Buckingham, general adver- 
tising manager, is responsible for the 
match book advertising program 
which won the award for Southern 
Bell. 

Northern States Power was credit- 


ed with one of the most unusual match 
book designs created in any industry 
during the year. Highlighting the 
message, “Electricity’s penny cheap 
from NSP,” is a penny inserted in a 
die-cut opening on the match cover. A 
picture of Abraham Lincoln between 
the two slits through which the penny 
is fitted blends into the face of the 
penny itself. Inside the match cover 
is the message, “Electricity from NSP 

. 50 per cent cheaper than 25 years 
ago” (average farm and home rates). 

On the reverse side of the match 
cover is the statement that a penny’s 
worth of electricity from NSP 
“washes 2 tubs of clothes, vacuums 12 
room-size rugs, runs a clock a full 
week.” 

Northern States Power also won an 











award for a match book issued by its 
Minot, North Dakota, office, for tele. 
phone service operated by the com. 
pany in that area. The match book 
cited for excellent typography, pro. 
moted the convenience of adding tele. 
phone extensions in the home at cost 
of a few cents a day, and use of the 
yellow pages of the telephone «- 
rectory. 

Ohio Bell Telephone Company was 
given an award for the excellent art- 
work of its match book promoting use 
of the yellow pages of the directory, 
The match book was designed by John 
A. Meilinger, who cartooned a pair of 
wide-open eyes with the query, “Look. 
ing for something?” 

The panel of judges included Tep- 


(Continued on page 32) 
































This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 

$30,000,000 ; 2 
{ re 
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Forty Year 34% Debentures nt 
Dated October 15, 1955 Due October 15, 1995 Wwe 
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The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
BLAIR & CO. 


INCORPORATED 


LADENBURG, THALMANN & CO. 


DICK & MERLE-SMITH 
L. F. ROTHSCHILD & CO. 


BEAR, STEARNS & CO. 
HALLGARTEN & CO. 


SALOMON BROS. & HUTZLER WERTHEIM & CO. 





CENTRAL REPUBLIC COMPANY 
(INCORPORATED) 
H. HENTZ & CO. 
SHEARSON, HAMMILL & CO. 
AUCHINCLOSS, PARKER & REDPATH 
WILLIAM BLAIR & COMPANY J.C. BRADFORD & CO. 
HIRSCH & CO. THE MILWAUKEE COMPANY 


October 18, 1955. 


INCORPORATED 


NEW YORK HANSEATIC CORPORATION 


W. C. LANGLEY & CO. WEEDEN & CO. BACHE & CO. | 
INCORPORATED | 
R.S. DICKSON & COMPANY GREGORY & SONS 


WM. E. POLLOCK & CO., INC. | 

VAN ALSTYNE, NOEL & CO. | 
BAKER, WEEKS & CO. 
BURNHAM AND COMPANY 


STERN BROTHERS & CO. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 


2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





















La, 
Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 
NAME 
FIRM 


ADDRESS 
PUFI 
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resentatives of the Advertising Fed- 
eration of America; American Mar- 
keting Association; Brand Names 
Foundation and other leading adver- 
tising and merchandising organiza 
tions. 

The “Joshua” award is named for 
the inventor of match books, Joshua 
Pusey. 

C. M. Kemp Mfg. Issues Bulletin 

On Nitrogen Generators 
A NEW six page bulletin on Kemp 
Nitrogen Generators features a large, 
detailed flow diagram and a complete 
explanation of operation. Also shown 
is a detailed data chart specifying util- 
ity requirements for nine of the Kemp 
models and composition graphs show- 
ing exact analysis of the Nitrogen de- 
livered with different air-fuel ratios. 
Bulletin is now available from C. M. 
Kemp Manufacturing Company, 405 
East Oliver Street, Baltimore 2, 
Marvland. 


G-E Bulletin 


THE uses and features of General 
Electric 25-kilovar power capacitors 
are described in a new bulletin, GEA- 
6260, available at any G-E sales office 


or from the Company’s main office, 1 
River road, Schenectady 5, New 
York. 

Three-color illustrations and dia- 
grams show in detail the new design 
features, manufacturing processes and 
careful automatic production line test- 
ing of G-E capacitors. 


Consolidated Edison to Build 
$69 Million Staten Island Plant 


CONSOLIDATED Edison Company 
of New York, Inc., announced plans 
to construct a 330,000 kilowatt, $69 
million electric plant at its Arthur 
Kill station in Staten Island, N. Y. 
The new unit, based on a single 
generator, with completion slated for 
the spring of 1959, will help meet 
Staten Island’s growing electricity 
needs and have enough capacity left 
over to supply some extra power to 
nearby Brooklyn, the company said. 
Plans are in the works to boost the 
company’s total generating capacity by 
nearly 900,000 kilowatts, or 25 per 
cent of its present capacity, over the 
next several years. In addition to the 
Staten Island plant, a 330,000 kw unit 
is slated for Astoria, while a previous- 


ly announced 236,000 kw nuclear 
plant is to be built at Indian Point on 
the Hudson river. 


All Time High Predicted 
For Gas Industry 
THE nation’s gas industry will wind 
up the year with a whole collection of 
new records. 

Gross production of natural gas 
will surpass the record high of 1] 
trillion cubic feet produced in 1954. 
The number of gas utility customers 
will approximate 29 million, another 
record. The consumption of gas in 
industry and in the nation’s homes 
will top the previous high by more 
than nine per cent. Sales of gas ap- 
pliances and equipment, in most ma- 
jor categories, will surpass even the 
war-stimulated year of 1950—pre- 
vious high point for this branch 2f 
the industry-—with ranges, water 


heaters and gas central heating instal- 
lations estimated to approach 6,500, 
000 units this year. 

And 1956 will be even better than 
1955. 

These predictions were made by 


(Continued on page 34) 





4 WAYS-FASTER! 


MATTHEWS BILL RECEIPTING MACHINE 


Stamp “PAID,” the date, 
olsvo Mo} il-1ameLohtoMelam Zellls 
customers’ bills 
stamp similar informa- 
tion on your cashier's 
coupons. Cut off each 
coupon and deposit it 
in a locked- compart- 
ment four jobs 
with one motion on a 
Matthews Bill Receipt- 
Tae uate Kealiatet 

Available in three 
models, complete with 
stamps, dates and _ ink 
pad, ready for imme- 
diate service. 


American Appraisals meet 
the requirements of Trust Indentures 





An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 
condition of all assets. 


The 
AMERICAN APPRAISAL 
Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 


Used by Public Utilities Everywhere! 


JAS. H. MATTHEWS & CO. 
3943 FORBES ST. PITTSBURGH 13, PA 


BOSTON @ CHICAGO @ PHILADELPHIA @ CLIFTON, N 
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AMCRECO 
LOWRY PROCESS 
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Why the 
ANCRECO CREOSOTE 
treatment is best... 


The basic reason why Amcreco’s creosote treatment is best 
is because of the METHOD OF APPLICATION. 


Effective creosote treatment depends largely on the 
method of application. There must be careful scientific con- 
trol at every step in the pressure treating process. During 
application, the preservative must be measured by precise 
equipment, as it is forced into the wood. Final retention, dis- 
tribution and concentration must be checked continually 
and accurately to assure the buyer of the finest possible 
product. Proper treatment of this nature assures clean, easy 
to handle poles that will last for years and years on the job. 
This is the type of treatment that you get from Amcreco. 


Amcreco has 23 treatment plants and 12 sales offices 
strategically located to assure prompt domestic or export 
shipment. Write your nearby Amcreco sales office for esti- 
mates or quotations on your requirements of treated poles, 
crossarms, conduit and other construction wood products. 


AMERICAN CREOSOTING COMPANY 


INCORPORATED 


Shreveport Creosoting Company Georgia Forest Products Company 
Colonial Creosoting Company 3 4 Gulf States Creosoting Company 
Federal Creosoting Company ‘ : Georgia Creosoting Company 
Indiana Creosoting Company SOTE! 20D | Kettle River Company 


LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 





INDUSTRIAL PROGRESS—( Continued ) 


Thomas T. Arden, former president 
of the Gas Appliance Manufacturers 
Association, at the opening recently 
of the trade group’s 20th annual 
meeting. Mr. Arden, who is also ex 
ecutive vice president of Robertshaw- 
Fulton Controls Company, said his 
forecast was based on the known per 
formance of the industry to date, in- 
dustry commitments for the balance 
of the year, and industrywide surveys 
conducted by GAMA and the Ameri 
can Gas Association. 

Mr. Arden said three basic factors 
are responsible for the spectacular 
industry gains. First, he said, is the 
multi-billion-dollar expansion of the 
pipeline system which is bringing nat- 
ural gas to new markets, and increas- 
ing the supplies to other areas pre- 
viously served by inadequate 
transmission facilities. 

Second, Mr. Arden said, is the 
recognition among builders of new 
homes and modernizers of existing 
ones that the use of gas and gas ap 
pliances for multiple purposes in the 
home is an efficient and economical 


gas 


step toward home automation. 

Third, he added, is the trend on the 
part of industry toward utilizing nat- 
ural gas in a triple role as a fuel, a 
tool and as an ingredient in many 
processes. 

James Sands, chairman of the in- 
dustrial gas equipment division of 
GAMA, and vice president of Eclipse 
uel Engineering Company, Rock- 
ford, Ill., said gas is now employed 
by 112,000 industrial organizations 
and that the fuel has become virtually 
indispensable in the processing of 
nearly every item required in the na- 
tion’s daily living.” 

American industry, Mr. Sands 
said, is expanding its use of gas al- 
most as fast as the gas can be trans- 
mitted and distributed because the 
fuel offers speed, precise controllabil- 
ity, cleanliness and economy. Indus- 
trial gas users consumed 33. billion 
therms last year, three times the 
amount used in the “all-out’’ defense 
production year of 1941. He predicted 
that the continuing growth of the 
pipeline system, development of new 


industrial gas processes and equip- 
ment will boost annual consumpetion 
to more than 38 billion therms by 1958, 


Correction! 
IN the article “The Role of the Gas 
Refrigerator” by Duncan C. Menzies, 
President of Servel, Inc., which ap- 
peared in the ForTNIGHTLY’S October 
13th issue, page 35 of the Industrial 
Progress section, it was stated: 

“It is likewise no myth that the gas 
refrigerator is the best insurance the 
gas utility industry has to influence 
home owners from deciding to change 
from gas to competitive fuels. With 
only a single gas appliance—such as a 
range, which may be ready for re- 
placement anyway—the home owner 
may be easily persuaded to change 
fuel. With a gas refrigerator, usually 
the third gas appliance, the chances 
of change are much more likely.” 

The last sentence should, of course, 
have read: “With a gas refrigerator, 
usually the third gas appliance, the 
chances of change are much less 
likely.” 














This announcement is neither an offer to sell nor a solicitation of an offer to buy these secitrities. 


The offer is made only by the Prospectus. 


209,686 Shares 


Indianapolis Power €9 Light Company 


Common Stock 


(Without Par Value) 


The Company is offering to its common stockholders rights, expiring 
3:30 P.M. (EST) on November 10, 1955 and evidenced by transferable 
warrants, to subscribe for 209,686 additional shares of its Common 
Stock at $26.75 per share, on the basis of one additional share for each 
fifteen shares of Common Stock held of record at the close of business 
on October 27, 1955. 
Prior to the expiration of the Warrants, the several Underwriters 


may offer shares of Common Stock at the prices and pursuant to the 
terms and conditions set forth in the Prospectus. 





Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers 


A. C. Allyn and Company 


Incorporated 


October 27, 1955. 


Goldman, Sachs€?Co. The First Boston Corporation 
Blyth &¥ Co., Inc. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 














DaY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











eee 


%* Standby 
% Augmentation 
*% 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 


'«€ Ooe es 6 A AT € OO 












THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 


LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago « Houston e San Francisco « Tulsa ¢ Philadelphia ¢ Torente « Calgary « Denver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





x Ford, Bacon & Davis 


DE 
VALUATION En i CONSTRUCTION 
REPORTS Gineers RATE CASES 


NEW YORK @ CHICAGO e LOS ANGELES 














GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS *CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


© WASHINGTON © PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 

















W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fere Analyses 
55 Liberty Stree? New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West Sth Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














Mention the FortNIicHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OIIIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











She huljian loyoralion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


a Utility Management Consultants Specializing in REGULATORY 
A 
WATER ~ COST ANALYSIS MPROSLEMS 


for past 35 years 
Send for brochure: '’The Value of Cost Analysis to Management" 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Ilydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ess BOSTON 10, MASS. 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 








Organization ¢ Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer « 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning © Industrial Engineering « -— es © Rates ¢ Pricing 
Sales and Marketing © Safety * Insurance * Pensions ¢ Employee Welfare * Public Relations * Advertising * Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 64, ILLINOIS 








Pioneer Service a ata Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 











SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


& 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilitses—Industrials 
Studtes—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 





DESIGN — SUPERVISION HANDY.WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS aattentien Ouar toa 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram$/Aerial Survey 
Loiporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 





Abrams Bldg. Lansing, Mich. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reporte and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 


Peter F. Loftus 


So he O-R AT | Gn 


DESIGN AND CONSULTING ENGINEERS 
Electrical «© Mechanical ¢ St a 
Civil * Th d . 








7 


FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA. 




















ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


CONSOLIDATED 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, lil. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE StT., CHICAGO 














LUTZ & MAY 


Consulting Hngineers 
STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN-—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YOBRK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 lbs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


Here is one of the largest high head butterfly valves ever built, 
undergoing a shop test at Newport News. If you had an 











opportunity to follow this unit from start to finish, you would see 
| first hand how Newport News produces massive equipment 
j economically. For economy is a basic advantage that results from 
Newport News’ high integration of skill and production facilities. NEWPORT 


NEWS 


SHIPBUILDING AND 
DRY DOCK COMPANY 
Newport News, Virginia 


Large engineering and technical staffs, operating a plant 





comprising acres of brass, iron and steel foundries, five huge 
machine shops and other extensive fabricating facilities, have made 
Newport News one of the world’s largest producers of hydraulic 
turbines, valves, gates, penstocks and other essential equipment... 
both standard and special in design. 


Let us bid on your equipment. Write us today for your copy of 
“Water Power Equipment.” 
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Personalized discussions on distribution trans- 
former trends are helping many utilities plan for 
future load growth. Here, C. E. Sutton, Jr. (stand- 
ing), Manager—Distribution Transformer Sales, 
reviews industry's total investments, trends in 
equipment types that promise help in system 
expansion. 


Continued rapid growth in residential load suggests 


New look at your distribution expenditures 


Utilities may invest 1.5 billion in distribution equipment by 1963 


New distribution transformer plant, G.E,'s 
20-million-dollar Hickory Plant being built 
in North Carolina, demonstrates G.E.'s 
confidence in the continued huge growth 
of domestic load. Here, J. T. Elrod (left), 
Manager —Marketing, and R. W. Smith, 
General Manager, of G.E.'s Distribution 
Transformer Dept., view architect's draw- 
ing of new plant. 


While today’s dollar and man-hour 
investments in generating equip- 
ment still tend to hold the head- 
lines, many electric utilities are 
finding that they can benefit great- 
ly by re-evaluating their distribu- 
tion system needs of the future. 


PLANNING NECESSARY 
With domestic load growth 
showing all indications of tripling 
by 1965, many utility men recog- 
nize that this year’s 182-million- 
dollar investment in distribution 
equipment may easily soar to 479 
million by 1963. This huge ex- 
penditure demands sound planning 
for the future if utilities are to 
expect to expand their distribution 
systems economically and effec- 
tively. 
FUTURE FLEXIBILITY 
From the system designer’s 


standpoint, these statistics present 
a challenge—and an opportunity— 
for far-sighted thinking. Study of 
kva, voltage, protection, and 
phase, for example, open new ave- 
nues for planning to meet today’s 
system demands and at the same 
time allow sufficient flexibility to 
accommodate the tremendous load 
growth on the horizon. 

Has your company taken a new 
look at your distribution system 
investments lately? Full informa- 
tion to help system planners is 
available from your local G-E Ap- 
paratus Sales Representative. Gen- 
eral Electric Company, Schenec- 
tady 5, New York. 301-305 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 








